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’*M in business for one thing only-- 

to make a profit--and when a 
customer of mine cuts down that 
profit by failing to pay his bills on the 
terms originally agreed upon, I would 
just as soon lose him and let the store 
across the street bear the burden.” 
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Telautographs cAlso Help (ollections 


E. M. KAHN & CO., DALLAS 


(Under Date of August 11, 1931) 





— States as follows: 


“We have your request for an expression of our opinion as to the service 
rendered us by the TELAUTOGRAPH during the first quarter of our experience 
with the machine. I believe that with each succeeding day I could write you 
a stronger endorsement as my appreciation of its facility is accumulative, and I 
now consider it entirely indispensable. 


“Even after such a brief experience as we have had, at the time of our 
National Convention in St. Louis when the subject was brought up in our 
group conference, I explained what a saving it had proven to us from the stand- 
point of salary alone, that some in attendance might have assumed that I was 
a salesman or receiving a royalty from the sale of your machine instead of 
just a subscriber. 

‘My experience with telephone reporting has been that when the girls in 
the bureau office as well as our assistants are hurried both will omit giving and 
taking information which they regard as irrevelant, which to the credit man 
may be quite decisive in passing the proper judgment. The reporters in the 
bureau now know that they are making a written record, one which can at 
any time in the future be checked back; hence, the accuracy and completeness 
with the previous report present no comparison. 


“By changing the credit card to an envelope this information in its original 
form can be retained and the time saved in transcribing telephone reports, of 
taking telephone lists, can be well employed in any office which is endeavoring 
not to increase its personnel and cope with the situation of more delinquent 
accounts needing attention than possibly for many years in the immediate past. 


“As unbelievable as other comparative statistics may reveal our collection 
percentages for the past three months have run from 1 per cent to 3 per cent 
in excess of corresponding months of last year... our figures for 1931 being 
from 40.1 to 44.1. 


“It is customary with the shortage of personnel that handle current collec- 
tions that Profit and Loss accounts are neglected and we have found that by 
having help available for this work that we have been able to realize the first 
half of this year 41 per cent of the amount charged off, and at a lesser expense 
than previously for outside collection service. 


“We do not regard ourselves as heavy users compared with others of bureau 
service, but I am sure it will be a profitable investment for any user averaging 
as many as a hundred reports per month.”’ 























Yet These Advantages Cost But Approximately $1.00 Per Day 






MAY WE SEND OUR MAN TO YOU NOW? 
No Obligation, of Course~ Act Now for Fall Installation 


TELAUTOGRAPH CORPORATION 


FACTORY AND GENERAL OFFICES + 16 WEST SIXTY-FIRST STREET, NEW YORK, N. Y. 





WE HAVE FORTY-FIVE BRANCH OFFICES SERVING OVER 450 CITIES IN THE UNITED STATES 
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This publication carries authoritative notices 
and articles in regard to the activities of the 
National Retail Credit Association; in all other 
respects the Association cannot be responsible 
for the contents thereof or for the opinions of 
writers. 


CHANGE OF ADDRESS: A request for change of address 
must reach us at least one month before date of the issue 
with which it is to take effect. Duplicate copies cannot be 
sent without charge to replace those undelivered through 
failure to send this advance notice. With your new address 
it is absolutely essential that you also send us your old 
one. Entered as second-class matter at the post office at 
St. Louis, Mo., under the Act of March 3, 1879. Pub- 
lished monthly at 1218 Olive Street, St. Louis, Mo. 
Subscription, $2.00. 


> EDITORIAL OFFICE ......1218 Olive Street, St. Louis, Mo. 








Knowledge 


is Power 


A new book on Retail Credit written 
in language all can understand. 


Ideal for students and a “‘spur’”’ for 
the more experienced. 
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Practical Guide in Credits and 


Collections 


By T. L. Loughridge 


eee 


The author is Vice-President and 
Credit Manager of W. C. Munn 
Company, Inc., Houston, Texas. 
He talks from twenty years’ ex- 
perience. This book should be read 
by every member of the N. R. C. A. 


The price is $4.00 


order from 


NATIONAL RETAIL 
CREDIT ASSOCIATION 


1218 Olive St., St. Louis, Mo. 
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EDITORIAL COMMENT 


D. J. WOODLOCK 


o 


Are You “The Store Across the Street’? 


In Devils Lake, North Dakota, a town of 
1,200 population, Mr. Fred P. Mann operates 
the Mann Store and does more than $500,000 
a year business. 


It is reported he made this statement to Wm. 
Nelson Taft, editor of the Retail Ledger of 
Philadelphia: 


“I’m in business for one thing only—to 
make a profit—and when a customer of mine 
cuts down that profit by failing to pay his bills 
on the terms originally agreed upon, | would 
just as soon lose him and let the store across 
the street bear the burden.”’ 


We think so much of this statement, we are 
running it on the cover of this magazine. 


Read the cover, and read it here again. Let 
it sink home. There is much logic in what Mr. 
Mann says, and it indicates backbone, some- 
thing which all credit managers should have to 
a superlative degree. 


How few credit managers realize that their 
‘slow but good”’ accounts are unprofitable. The 
credit department, which is the most important 
department in any retail store, can be made a 
producing department by the application of 
sound collection methods, and the solution is 
the establishment of a definite due date, and the 
backbone of the merchant to tell his customer 
he must pay his bills according to terms. 


Retail credit managers with backbone to en- 
force terms will make charge accounts profitable. 


The Unemployment Fund 


There is no question but what the raising 
of funds to care for the unemployed during the 
coming winter is highly commendable, but why 
is it the administration, banking and business 
interests who subscribe so generously to these 
funds, and systematize the machinery by which 
millions are collected and dispersed, cannot apply 
the same energy to a remedy for our present 
depression and stimualte business, so such funds 
will not be necessary. 


No matter how good the intentions of the 
administrators of charity funds of this kind, 
there is always a danger of their not reaching 
the most needy. Thousands of unemployed 
really in need will hesitate to apply to public 
charity for relief. 


What we need is wholehearted co-operation 


between banking, business, economic and social 
leaders to make possible for every citizen the 
earning of a livelihood. 


When the winter is over, and these funds ex- 
hausted, what then? Repeated calls for charity 
and increases in income tax will only tend to 
make the present employed discontented and 
restless, and lead to worse conditions. 


Nature and time are not going to bring back 
good times, because our trouble ts a man-made 
condition and man himself must find the 
remedy. : 


We have absolute faith in the ability of the 
nation’s leaders to solve the problem but they 
must get together and face the issue squarely. 
Politics must be put in the background and 
human interest substituted. 


Why Have Any ” Skips i 


The University of Texas Credit Survey in- 
dicated that 40.8 per cent of accounts charged 
to profit and loss were those of persons who 
could not be located. This certainly indicates 
lax methods in opening the account. Surely 
anyone entitled to buy on credit should have 
business and family connections which would 
make it almost impossible for them to drop out 
of sight. The efficient credit executive will 


diplomatically get complete information about 
his customers before placing their names on 
his books, relatives, friends, lodge affiliations, 
insurance, all of which come in handy when 
they move and leave no address. 


Remember, an account properly opened— 
which means getting all information—is half 
collected. 
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A\n Important Announcement 
» » by the « « 


NATIONAL RETAIL CREDIT ASSOCIATION 


To EVERY MEMBER OF THEN. R. C. A., AND 
THE RETAILERS OF THE UNITED STATES: 


This Association has worked for years to develop a plan 
for the retailers and professional men of the country, which 
would give them dependable collection service and eliminate 
the unethical, dishonest and inefficient collection agency. 


At our convention in Kansas City in 1929, a committee 
was appointed to create a Supervising Collection Service 
Department, as an Association activity. Progress was made, 
and at Toronto in 1930 the Committee was continued and 
its report to our St. Louis convention indicated the depart- 
ment has been developed and is ready to function. 


We Announce Our Newest Service 


THE SUPERVISING COLLECTION SERVICE DEPARTMENT 
made up of over six hundred collection units, whose ability, 
integrity and business methods have been thoroughly investi- 
gated and approved by the N. R. C. A. Each is bonded to 
the N. R. C. A. through the Maryland Casualty Company. 


A special committee, headed by John R. Truesdale of 
Pittsburgh, carefully supervise the activities of this depart- 
ment. 


Why take chances on unknown and untrustworthy col- 
lectors, when the N. R. C. A. gives you dependable and 
efficient service? 


Give your accounts to a member of our Collection Service 
Department. 


NATIONAL RETAIL CREDIT ASSOCIATION, 


D. J. WOoDLOcK, 
Manager- Treasurer 
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N ANSWERING these questions, we are always 
troubled about the lack of uniformity of the 
laws in the various states. We have no uni- 

form laws in the United States, in the States. 
There is always a little difference somewhere. 
For instance, I might illustrate it by a law that 
you might all be interested in some day—the 
divorce law. In New York, there is only one 
ground for divorce: that is, unfaithfulness, and 
you must live in New York a year before you 
can sue for a divorce, and then an interlocutory 
decree is entered which isn’t good for a year 
more. 

The Commonwealth of Nevada has a forty- 
five day residence and any old thing goes for 
a ground of divorce. Now, because of this lack 
of uniformity in the law, it is hard to answer 
any question in any state. 

There are some general principles, however, 
that will fit all the states, just the principles, 
and we will go into those. 

Q. “Does ‘Mr. and Mrs.’ on a 
statement help in proving account 
when only one party has signed ap- 
plication?” 





Many credit managers make it a practice of 
charging the account jointly to the husband and 
wife, not as Mr. and Mrs., but as John Jones 
and Mary Jones. 


On your blank which every applicant should 
fill out, whichever it is, the husband or wife, 
have them put the first name of the husband 
or wife, and when you charge it to Mr. or Mrs. 
or to John and Mary Jones (and over a period 
of time they pay the bill), you have established 
a liability of both of them for the accounts, and 
it isn’t a bad practice, especially if you think 
there might be some trouble in that family to 
charge it to both of them, because you will then 
eliminate the necessity of proving the agency 
of the wife. 

Q. “Should credit be given a party 
with satisfactory record who you 
know ts connected with an illegitt- 
mate business—such as gangsters, 
bootleggers, etc.?”’ 

The trouble with that, they are liable to find 
him dead in the alley some morning, or he is 
liable to be on the way to the Federal Peni- 
tentiary. There is nothing in the world that is 
as dead as a dethroned gangster; nothing in the 





McDaniel Answers 


A Verbatim Report of the Questions 
_and Answers in a Legal Discussion at 
the N. R. C. A. Convention. « Hon. 
Lawrence McDaniel, Counsel for the 
N. R. C. A. Tells Credit Managers 
what they should know about the law. 
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world that is as far down because everybody 
lends a boot, toe, to keep him down. 


Q. “Should the husband always 
be notified when an account ts opened 
by the wife; if so, what ts the advan- 
tage?”’ 

Sure he should, if you expect him to pay it. 
You may save trouble right away. Notify the 
husband of the opening of the wife’s account 
and there may be a fight at home and it may 
be closed right away, but you will have the 
goods on the shelf and the money in the drawer. 

I don’t know unless the wife is of inde- 
pendent means and you look to her for account 
payment any reason why the husband should 
not be notified, especially if he is the one you 
look to pay it. 

QO. “R.C. A. of New Orleans dur- 
ing the past year has successfully con- 
ducted a business law course for its 
members. Is tt good policy for an R. 
C. A. to devote itself in this manner, 
or are other phases of our work of 
sufficiently greater importance to take 
up our time? In other words, should 
law procedure be left to the educa- 
tional institutions in the community?” 

Well, you know, they say the man who is 
his own lawyer has a fool for a client, and some 
smart man said a long time ago that a little 
learning is a dangerous thing. Now, while those 
things are true, still a credit man should go to 
any course which would give him some of the 
principles of law which he ought to know. Let 
me name some of those. 


Every credit man should know a thing like 
this: That when a man dies owing an account, 
and you prove your account against his estate 
in the Probate Court or the Surrogate Court 
or Orphans’ Court, whatever the name is in 
your state, that interest runs on that account 
from the time you prove your claim against the 
estate, because it is in effect a judgment and bears 
6 per cent interest from the time you prove 
your claim. 

Many of you may have had an experience or 
experiences of accounts proved against an estate 
running several years before they are paid. The 
shortest time in which an executor or admin- 
istrator is compelled to pay a claim is one year. 
Often, they pay before that, but they can not be 
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compelled to pay unless one year has elapsed 
in this State, and in some other states, two years. 
As soon as it is decent to do after the death of 
your creditor (ought to wait until the funeral 
at least) , prove your claim in the Probate Court. 
You will find Probate Courts in session almost 
continuously. Prove your claim up immedi- 
ately and collect the 6 per cent you are entitled 
to when it is paid. If the claim runs one, two 
or three years, it will help pay the overhead, 
and a credit man should know and should go 
to a school that will teach him that he is entitled 
to interest on a claim in the Probate Court. 

How many knew you were entitled to inter- 
est in the Probate Court? 


You should know you must not send a man 
a post card that he is to pay his bill. In this 
state of Missouri and other states, it is a crimi- 
nal offense to write a letter to a man that you 
are going to sue him if he doesn’t pay his note 
or bill. You may be prosecuted in the State 
courts. 

The St. Louis Association conducts a school. 
I lectured on the legal phases at that school. I 
said, “If a man in Missouri writes a letter in 
which he says to another man, ‘If you don’t 
pay your bill, the note you owe, I am going 
to sue you,’ that that was a violation of law.” 
That is sending a threatening letter through the 
mail, same class as black-mail letter, and you 
may be prosecuted. It is a state law. There 
is no Federal Law which covers that particular 
phrase, but it is a crime against the Federal Law 
to send in an envelope anything which is in 
the nature of a bill or account or so on if the 
envelope has anything on the outside holding 
the person receiving it in ridicule or disgrace: 
bad debts, picture on it of a collector taking 
money out of his pocket, ‘““We always get the 
money. ‘That is barred by the mails of the 
United States. Also, you should avoid such 
things as what we had here in St. Louis, known 
as the Shame Car. A fellow had an automobile, 
painted red, ‘Bad Debt Collector Car,’’ and 
would stand it out in front of a man’s house and 
blow the horn. He was arrested and prose- 
cuted. 

Here is the danger in choosing the agency 
you turn your accounts over to, you are liable 
for everything that happens. They are merely 
your agents. Let me show you what happened. 
I will not tell you the city. Plaintiff was a 
grocery salesman—the defendant was an auto- 
mobile agency. This grocery salesman was in- 
debted to the defendant for $23.07 and turned 
the account over to the Credit Bureau. They 
sued and obtained judgment. Four days after 
the judgment, the grocery salesman sent the 
Bureau $23.07 to pay the judgment. On De- 
cember 26, the grocery salesman sent them $9.90 
to pay the costs. On January 3, attorneys for 
the Bureau wrote the Justice of the Peace order- 
ing a garnishment against a grocery salesman’'s 
employment and his bank. Garnishments issued 
and tied up $500 of grocery salesman’s salary 
and $980 in his bank. Checks issued by grocery 
salesman came back marked “‘account garni- 
sheed,’’ so he called the attention of the attor- 
neys for the Bureau to the condition, but the 
garnishments were not lifted until the 15th day 
of January. He sued the Automobile Agency 
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for $10,000—$5,000 actual and $5,000 
punitive damages. He was awarded $833.34 
actual and $2,200.00 punitive damages. 

The Bureau had to pay over $5,000, which 
included that judgment, included costs of appeal 
to Appellate Court, attorneys’ fees, transcripts, 
and other things because of the mistake made 
by its counsel and by those connected with the 
Bureau, but the judgment was against the Auto- 
mobile Company, not against the Bureau. When 
you send an account to a collection agency, you 
make them your agent to collect that account 
and you are responsible for everything they do 
So learning to choose your collection agency 
with some sense is a good word, it isn’t a nice 
word, but it helps the situation to say it. 

The credit man should know the jurisdiction 
of the Justice of the Peace Courts because most 
suits for account are filed in the Justice of Peace 
Courts. The jurisdiction of a Justice of the 
Peace Court in this city is $750. In St. Louis 
County, eight miles from here, it is $500. In 
Franklin County, just thirty miles from here, it 
is $300. 

It varies in different localities. It is differ- 
ent across the river, than it is here in St. Louis. 

You should know what the jurisdiction of 
the Justice of the Peace Court is because it may 
make some difference in your granting credit for 
this reason: You may sue a man in the Justice 
of the Peace Court here or any other place, and 
you may get your case tried within from ten 
to fifteen days: maybe, it will take twenty or 
thirty days. The limit is $750. If he owes 
you eight hundred dollars, you must sue in the 
Circuit Court, and if you get to trial in our 
Circuit Court in three years, you are doing more 
than anybody else has done up to date. There 
is your difference. It makes me thing of the 


‘dividing line between theft and larceny. If a 


man steals $30 his punishment may be in the 
penitentiary. If he steals only $29.99 his pun- 
ishment can only be a workhouse, jail term or 
fine; often we wish somebody would have slipped 
a few extra cents in, so we could have made it 
a penitentiary offense, rather than a jail sen- 
tence. So you should know and learn the juris- 
diction of the Justice of the Peace Courts because 
it may effect the granting of credit. 

You should know the liability of a parent 
for merchandise sold to a child under the age 
of 21 years. Now, what is a child? It is any 
one under 21 years of age. A man may have a 
great big, strapping, good-for-nothing, six-foot 
six-inch boy, twenty years and eleven months 
and thirty days old, and he is liable for neces- 
saries for that fellow: that is, the father is. The 
minute he steps across the 21 that liability ceases. 

Now, it is true that a man can’t be prose- 
cuted for non-support of his children after 
reaching the age of sixteen, and a great many 
people think that marks the end of the liability 
of the father for necessaries furnished the child, 
but the child is subject to that law. The father 
is not relieved of this responsibility until the 
child is twenty-one years of age. 

You should know what the law of your state 
defines necessaries to be. It is one of the most 
vexing questions, what are necessaries? Ordi- 
narily, food, clothing, shelter, medical attention 
and education. 










Is a fur coat a necessary? It might be to 
some people. A fur coat to a man who earns 
twenty dollars a week is not a necessary for his 
wife can get along without a fur coat. 

Coal is a necessary. Heat, food, clothing, 
and it depends upon the ability of the parent 
or the husband to pay. 

The liability of the husband for necessaries 
furnished the wife is something that should 
always be in the minds of the credit man, as 
well as that of the children. 

He should know that a partner is liable for 
all the debts of a partnership. Partnership is 
something which is passing in this country. The 
only persons who are required to be partners 
now are brokers. The New York Stock Ex- 
change holds that everyone in the brokerage 
business must pledge his entire assets to the pay- 
ment of his debts. For that reason, no corpora- 
tion is a member of the New York Stock Ex- 
change, only individuals are members, and you 
will see John Brown & Co., with a whole bunch 
of partners. Each one of them is liable for all 
the debts of J. P. Morgan & Co. 


A credit man should know when a wife 
abandons her husband the husband is not liable 
for necessaries furnished her or anything else. 
If she, without any cause, runs away and leaves 
him, he is not liable for anything for her. There 
are some rules which hold that where he has 
been so cruel, as to force her to leave home, 
then he is liable, but if she voluntarily abandons 
her husband, he is not liable for her necessaries 
or anything else. 

Here is another thing that causes a lot of 
trouble. You should know we have in this 
country, what we call ‘“‘Spendthrift Trusts’’ that 
men create a trust, not reached by creditors. 
Here is a man who dies. His name has been 
one associated with wealth, his children’s aren't 
worth a ‘‘durn,”” and he ties up his property 
in what we call a “‘Spendthrift Trust,’’ and 
leaves them the income. You can anticipate the 
income, you can not garnishee, you can not 
reach it any way on earth. There may be mil- 
lions of dollars in this fund, the heir himself 
may owe you; yet, with this ‘“‘Spendthrift 
Trust,’’ you can not anticipate it, you can not 
reach it. The law recognizes the right of a man 
to leave his property as he sees fit and put it in 
a trust that can not be reached by creditors. 


You should know, something more about the 
law regarding the garnishment of public officials 
and those employed by National, State and 
Municipal Governments. They are not subject 
to garnishments and today one in every six peo- 
ple in the United States is an employe of the 
government in some capacity. That is, one out 
of every six earners, and if we keep on, we are 
liable to have one-half the people of the United 
States working for the Government—watching 
the other half. The inability to garnishee their 
wages, works a hardship. Many of the Depart- 
ments of the Government force their employes 
to pay all the debts when employed there, but 
they won't force them to pay debts contracted 
before they employed them. 

In this city, the Fire and Police Departments 
make their employes pay their bills or they will 
discharge them. However, they will only make 









that apply to those which were contracted after 
they became employed in that Department. 


You should know that when a man puts an 
advertisement in a paper that advertisement says, 
“T will not be responsible for debts contracted 
by my wife, for credit extended or goods ex- 
tended,”’ that has no force and effect, as a matter 
of law, then if I would put a sign on my auto- 
mobile, ‘I won't be responsible for anybody 
I run over,’ because the law says he is responsi- 
ble for necessaries and can't take that reponsi- 
bility away by publishing a notice. But don’t 
ever discourage husbands from inserting that 
advertisement because right away it is noticed 
that something is wrong, and when you see 
that advertisement it is notice to you that you 
better get what is coming to you and stop any 
more from going out because there is going to 
be trouble. The notice does not affect the hus- 
band’s liability for necessaries, and you must 
prove that the merchant furnished things not 
necessaries; you must prove that the merchant 
read the ad before he sold the wife the goods. 


Q. “‘What amendments are advisable 
to bankruptcy law for the N. R. C. 
A. to promulgate?”’ 

Here is a telegram just received: 

‘Suggest department store group conference thoroughly 
discuss and express their support of urgent need of revis- 
ing bankruptcy laws. Bankruptcy losses in fiscal year 
ending June 30, 1930, over one billion dollars; 78 per 
cent of bankrupts were non-retail, non-wholesale or non- 
manufacturing; the losses to retail merchants enormous 
Protection for retailers from individuals loading up before 
filing petition in bankruptcy badly needed. Know this 
matter will receive serious attention by delegates. Regret 
cannot be present. Best wishes for success of group con- 
ferences. Regards to yourself and Bob Stern. 

M. H. CONSORTY, 
Saks and Company 
Fifth Ave., New York.” 

The thing that appeals to me most in this 
bankruptcy amendment is the law which will 
provide that the bankrupt cannot be discharged 
until he has paid his debts for necessaries. If 
the law puts necessaries in there and defines 
necessaries, that will be the most important 
thing in the law. 

The one which will limit the amount, I 
haven't so much confidence in. The amendment 
will say, no man can go into bankruptcy unless 
he owes $500! Now, we are going to limit 
that by amendment to $500. 

Let us see how this will work out. Now, 
Mr. Hoklas, you want to go into bankruptcy. 
How much do you owe? Well, you only owe 
$350. The law says you have to owe 
$500. Go over and see Hewitt and get $150, 
over there, go over to Mr. Driver, get $25, and 
get some more from Brandes, make up that 
$150, and come back and we will put you in 
bankruptcy. If you don’t want to do that, 
give your brother-in-law a note, date it back 
last February, when it was cold. I say, for the 
reason that fraudulent practice will grow up 
under that management, I am not so much in 
favor of it. 

Q. “Would it be advisable for 
state associations to advance legisla- 
tion requiring the recording of all 
conditional sales contracts with the 
thought in mind that if all such con- 
tracts are recorded, it would then be 
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possible to obtain from the Credit 
Bureau reports which would show at 
all times with considerable accuracy 
the number of accounts carried by an 
individual and the amount of his 
indebtedness?” 


You know the only way you can force the 
recording of any instrument is on the theory 
that it is a notice to other people. A condi- 
tional sales contract, a deed, or anything else 
is notice to the public. That is why it is re- 
corded. It will be well to have all conditional 
sales contracts recorded because it will be noticed 
that this article belongs to the seller until it is 
paid for. It will at least put the buyer on 
notice. My recollection is that a sales contract 
grew up and took the place of a chattel mort- 
gage during the late World War and making a 
showing with the income tax and other things. 
Maybe, you don’t need anything to reduce your 
income tax now, and you might go back to the 
chattel mortgage and not use the sales contract. 


Q. “When a judgment is secured 
for an indebtedness, what ways are 
open to the creditor to collect the 
judgment?” 

It is a rare thing if a man who is worth any- 
thing lets it go to judgment and when it finally 
does go to. judgment, you are going to have a 
tough row. Any property can be reached by 
Constable or seizing. You may seize the prop- 
erty, sell it. 


Q. “From an attorney's view- 
point, how long should a delinquent 
account be kept before turning it over 
for collection?”’ 


Golly! it is something that nobody can an- 
swer. It is just like troubles in the family. A 
fellow comes into a lawyer's office and says, 
“What am I going to do with my wife? She 
Won't get up and get breakfast, eats crackers 
in bed, makes home-brew, and drinks it all day 
and all night; she hit me over the head with a 
bottle of so-and-so. What shall I do?’”’ Right 
away, you want to say, ‘Kill her,’’ but you 
can’t put yourself in that fix, and you can’t 
tell just when an account ought to be sent out 
for collection. 

I found a scheme that worked. I don’t know 
whether it will work in merchandise. A man 
owes me $500, say, and he comes down and 
says he can't pay it, hasn’t got the money, prob- 
ably true. Well, I put my arm around him 
and say, ‘Bill, I haven't either. It is a terrible 
thing; yes, not to have any money. Now, I 
haven't any money. You come down here to 
the loan company and we will borrow, and you 
can pay it back $5 or $10 a week,’’ and I en- 
dorse his note and they take out the interest 
and | get the check. Now, I am betting the 
interest that he will pay the rest of it. That 
is what I stand to lose is the interest. If it is 
$500, I am betting $40. I am going to get 
$500. Nobody has failed yet. I have been 
doing that over a period of years. I say, I 
don’t know whether you can put your arm 
around your customers or not like I do. I know 
this happens, a great many credit grantors don’t 
seem to know that you can’t get money where 
there isn't any money. 
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Q. “‘Is the cash loan value of life 
insurance subject to garnishment? If 
so, in what states?” 

No, no state. A life insurance contract—I 
will say this state (Missouri) —a life insurance 
contract is a contract between the insured and 
the life insurance company, that they will pay 
to a certain person a certain sum of money at 
the death of the insured. It is no part of a 
man’s estate unless the insurance is payable to 
his estate or to his legal representative. It 
doesn’t go into his estate. 

In bankruptcy, I think a man must surren- 
der all of his life insurance value, except what 
$500 a year will pay for. He doesn’t have to 
surrender any more than that. 

Now, then, you may take his insurance poli- 
cies as collateral and hold it, and after he dies 
hold it until he pays you. 

Q. “What are the liabilities con- 
nected with coal or material left in 
the street, in case of accident?” 

The law requires that you must hang a red 
lantern on material or coal left in the street. If 
you don’t, you are guilty of negligence, which 
makes the person who put the pile of material 
or coal in the street liable for damages. 

Q. “How can notes be taken so as 
not interfere with your lien rights?” 

You may state in the note that the taking of 
this note shall in no wise or manner interfere 
with the right of a lien in case the material is 
not paid within the time of giving notice of lien. 

Q. “Can a universal form of Judg- 
ment note be used?”’ 

It can not. In this state (Missouri), we 
don’t have Judgment notes. A Judgment note 
is where a man in a note enters his appearance 
to his suit and consents to judgment on the 
note. Under our law and in the laws of most 
of the states, you can not enter your appearance 
until you have been sued in court, and the case 
is filed in court; and, of course, if the man you 
are suing on a note doesn’t have to have his 
appearance or until he is sued, he won't because 
he is mad at you. 

Q. “Can judgment be confessed 
for an unknown balance on an in- 
stallment note?” 

No, sir; you have to have a definite sum. 
The judgment reads a certain sum of money 
due, and the court must find a definite amount 
due. I have never heard of a judgment for an 
indefinite sum. 

Q. “Will the recent decision in 
Washington, regarding the responsi- 
bility of the husband, where he gives 
the wife an allowance, have any effect, 
in your opinion, throughout the Uni- 
ted States?” 

I think the case has done more to awaken 
the public to the necessity of settling this ques- 
tion some way, and finding out just what a 
husband's liability is, than anything else that 
we have had. In the Washington case, Con- 
gressman ————- married his secretary and she 
bought thirteen fur coats in one winter. They 
sued her on it, and the merchant lost because 
he had given her an allowance; and because, 
further, the court held that it was not a neces- 
sary; that thirteen fur coats were not necessary. 
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tendency among many business men to look 

far off for help from the outside, when their 
remedy, or at least relief, may be at their elbow, 
within the company itself. The depression is 
real of course and cannot be wished away. It 
can, however, be worked away. Just at this 
time the important point is not that business is 
slow, nor that the causes are whatever they are, 
but that a remarkably large amount of business 
exists, and that it is the job of every officer of 
each company to go after it and get it. 

We cannot say too much about the credit 
manager and the credit department in a time like 
this. The credit man, who is on his toes in pro- 
moting additional sales volume for his store, is a 
valuable asset today. 

We cannot overestimate the value of the 
bureau to the merchant in a time like this. If 
we ever needed credit organization and well 
organized credit bureaus, it is today. 

We can talk on this in a general way from 
our own personal knowledge and be assured that 
the proper kind of an organization, as outlined 
by the National Credit Association, does not 
alone reduce losses to minimum, but also pro- 
motes more credit buying for the reason that 
the merchants feel satisfied that they have com- 
plete information regarding their customers and 
are more liberal in extending credit. 

It has been the experience of the National 
Retail Association, that in non-organized cities, 
where there is no credit organization of credit 
bureaus, or where the merchants are competing 
on credit terms that losses range anywhere from 
2 per cent to 8 per cent, while the cities where 
the merchants are organized and loyally sup- 
porting a credit bureau, the losses rarely run over 
one-half of 1 per cent. 

Government statistics show that about fifty- 
three billions of dollars are sold at retail each 
year, and about twenty-six billions of this is on 
credit. This should bring home to everyone the 
importance of safe-guarding credit, and it is the 
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logical conclusion that the only way to do this 
is to get together and adopt a credit policy with 
a central clearing house for the gathering of all 
information pertaining to charge customers. 

You no doubt know that it is not the pro- 
fessional deadbeat who worries the credit man- 
ager, but it is the fellow who is good today and 
and not entitled to credit tomorrow. It is the 
person with good intentions who opens numer- 
ous accounts and pyramids to the extent that 
he gets in so deep that he cannot pay. How 
in the world can we ever keep in touch with 
what our customers are doing at other stores 
unless we have an organization and a central 
clearing house? 

I am convinced that the credit loss the retailers 
suffer on their credit accounts is because of slow 
turn-over in their profit and loss item. With 
the low mark-up necessary in this day of keen 
competition, a great many merchants fail to 
realize that when they carry an account over 
ninety days the profits vanish. 

The laxity in collection is due wholly to a 
fear of offending the customers and often they 
use the charge account as a competitive item 
against other merchants. 

When all the retailers get together, co-operate 
with our local credit bureau and adopt a stand- 
ard credit policy, and insist upon their terms 
being respected, we will get a quicker turn-over 
as a result and make money. 

On page 26 of part one on our National 
Retail Credit survey will be found the figures 
which I think will show the value of the bureau 
to the merchant. These figures show that 
clothing stores which use credit bureaus had an 
average open credit loss of 0.7 per cent; those 
which did not use credit bureaus had an average 
more than twice as great, the figure being 1.5 
per cent. Stores which use credit bureaus had 
an installment credit loss of 5.7 per cent; those 
which did not use credit bureaus had a loss 
almost three times as great, the average being 15 
per cent. The group which relied entirely upon 
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credit bureaus had an average open credit loss of 
0.6 per cent; the ones which used credit bureaus 
and supplemented them with investigation of 
their own had 0.9 per cent; and those which did 
not use credit bureaus had 1.5 per cent. 


This should be well established in the minds 
of every merchant that doing business without 
the help of a well organized credit bureau is just 
like trying to do business without advertising. 


The day of guess-work in extending credit has 
long passed, and the credit manager that realizes 
this will place his department on a much sounder 
basis than the one who does not. 


We need one fundamental change to remedy 
our present situation. It is this: A new and 
higher appreciation of credit management, a 
higher regard for scientific credit management 
on the part of the employer, on the part of the 
public, and on the part of the credit man him- 
self. 


Employers are very slowly coming to see that 
the credit man and the credit organization of our 
local bureau should be considered as one of the 
instrumental factors in the bringing back of 
prosperity. That the credit manager should be 
next to the owner or manager in responsibility, 
intelligence and education. More than any other 
officer, the credit man occupies a position inti- 
mately connected with the study of business 
trends and cycles, with profitable selling, with 
control of expense and with building good will. 
Salesmen are assumed to be responsible for sales 
and business income, but a really competent 
credit man who really understands the possi- 
bilities of his position, with close co-operation 
with his local association, can build more sales 
volume through his efforts alone than produced 
by half a dozen salesmen. 


The second part of my topic is ‘“What the 
Merchant Expects of the Bureau.’’ I think the 
most important work that any bureau manager 
can do for the merchants of his town is to 
establish himself as a leader in the credit fra- 
ternity of his city. The world today needs 
leaders worse than any time before—leaders in 
government and leaders in business. The suc- 
cess and growth of our national organization 
during the last few years is a result of real lead- 
ers. Such men as Mr. Woodlock and Mr. Hulse 
are responsible for the success of our national 
organization. 


We need leaders among the credit men of 
each community, and I feel it is the calling and 
duty of each association manager to be the leader 
in his community. Organize the credit men 
into a closely knit organization, and | think you 
will find the credit losses of your members 
greatly reduced. If we ever expect to be able 
to produce in America the new scientific credit 
management, to build up a generation of real 
competent credit executives, to create an entirely 
satisfactory credit fraternity, we must have lead- 
ers. Local groups must co-operate with the 
educational program of the national association. 
This means that somehow local leaders must be 
inspired to action. In every local community, 
even if it is but a village, there is always one 
credit man or perhaps two or three credit men 





who are wide awake, alert, intelligent and with 
an entire understanding of their organization. 

Such a man or men must furnish the initia- 
tive and the stimulous in their communities for 
the formation and continued extension of study 
groups to work with and under the leadership 
of the national association. I want you to put 
this question frankly to yourself as you go 
home. Are youthe man? Are you the man to 
start the management in your community and 
to make a science out of credits and collections? 
Will you accept the responsibility? Somehow 
leaders must be inspired to step forth and direct 
the job of credit study in every community in 
this country. I believe the merchants expect the 
manager of their credit bureau to be the leader 
in this work and help their credit men to have 
a better understanding of the credit conditions 
that exist in each community today. 


The merchants have found out that we can- 
not do a 1915 volume with a 1930 over-head. 
We must adjust our business to meet our present 
volume, and we must adjust our credits to meet 
the present-day situation. What will we learn 
from our condition of 1930? From the panic 
of 1907 we got the Federal Reserve System. 
From the crisis and depression of 1920 and 1922 
we got ideas of inventory control and the begin- 
ning of an appreciation that business should be 
regarded as a science as well as an art. We ask 
ourselves what will we learn from the depression 
of 1929 and 1931. __If the public learns to ap- 
preciate the outstanding importance of credit in 
business cycles; if employers learn to regard 
credit managers as executives and counselors on 
economic trends; if credit men learn that the job 
is not a laborer’s task, but a science and a pro- 
fession, and resolve to make it such, then perhaps 
the startling losses of this depression shall not 
have been suffered in vain. Let us each go home 
with renewed vigor that we are going to give 
the merchants of our community the best pos- 
sible service, and we will work to reduce credit 
losses for our members during the latter half of 
1931. In closing, let us remember the slogan, 
‘The fellow who looks out for business isn't 
bothered by the business outlook.”’ 
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GOOD WILL AND THE 
CREDIT DEPARTMENT 


By L. T. SULLIVAN 
Credit Manager L. Oransky and Sons 


Des Moines, lowa 


BELIEVE that all the systems of the world 

cannot of themselves create good-will for your 

institutions through your credit department. 
You, and the personnel of your department who 
come in contact with the public, can create for 
your company, this thing that is worth more 
than all the technic that systems can create. Do 
not get the idea that I am belittling these sys- 
tems. That is decidedly not the case. They 
are important, but the good-will that your store 
spends thousands in advertising to create, you, 
and the personnel of your department, can fur- 
nish with less effort than it takes to listen to me. 


Two years ago a large department store was 
remodeling their building. Business was car- 
ried on as usual during the remodeling. Of 
course, it was not as convenient to shop there 
during the remodeling with the necessary con- 
fusion and noise accompanying such an under- 
taking. In talking with the president of the 
company at that time, he said if there were only 
some way to turn more of their cash customers 
into charge customers, they should feel that their 
loss of sales during that period would not be 
so appreciable; and they were using almost every 
plan conceivable to do that very thing. When 
you are told that that store’s sales are annually 
in excess of $20,000,000, you can readily ap- 
preciate the importance that employers place on 
good will, and more particularly good will as 
expressed through the credit department. 


Some months ago, I was at a credit meeting 
in one of the midwest cities. During the course 
of the evening, a skit was given demonstrating 
a properly run credit office. Now, although the 
credit manager took all the regular precautions 
in opening the account, making the customary 
inquiry through the local credit bureau, for me 
the skit was not effective. Why? Because the 
customer was not introduced by the sales clerk 
bringing the applicant to the desk. The credit 
manager sat in his chair during the introduction, 
and with the men applicants he not only did not 
offer to shake hands, he did not once smile. If 
you were an employer, could that man be a credit 
manager for you? 


After seeing that skit, some of us who at- 
tended that meeting began to watch the approach 
of the credit manager to his customer, at various 
stores in widely separated cities. At the expense 
of seeming elementary, I would like to place 
before you my ideas of how one can develop 
personality for one’s self and create good will 
for your institution through the credit depart- 
ment. I shall use the term credit manager rather 








loosely, the term as used includes not only your- 
selves but the interviewers and junior credit 
men. 

When Mrs. Jones, a customer in the ready-to- 
wear department, makes a selection and after 
telling the sales clerk that she will take the 
garment, she may say, “I would like to have 
that charged but have no account, where is the 
credit department?’’ or perhaps she is not so 
erudite but asks the clerk how to open an ac- 
count. Does your clerk tell Mrs. Jones to take 
the elevator to the eighteenth floor and see the 
credit department or does she notify the depart- 
ment manager that she is taking a customer to 
the credit office and then bring the customer to 
the credit department, introducing Mrs. Jones to 
the credit manager and then excuse herself so 
that the customer may feel free to answer the 
inquiries necessary to Open an account? 


This or other arrangements such as having 
the floor walker or department manager escort 
Mrs. Jones to the office can be easily arranged 
if you will take the time to properly instruct 
your sales force. It goes without saying that 
the employee escorting Mrs. Jones to the credit 
office must be one who knows the personnel of 
the credit office. 


While it is rather hard in some types of busi- 
ness to definitely establish the cost of procuring 
a new charge customer, Mr. Charles Bryant, 
president of the Des Moines Morris Plan Com- 
pany, whom I know is acquainted with several 
of the men in this audience, has made an analysis 
of the cost to this institution for the year 1929 
and it was $362 for every new customer they 
did business with during last year. If you knew 
that the first man appearing at your desk Thurs- 
day morning when you return to your office had 
had his railroad fare paid for a distance of 120 
miles by your firm just to see you, wouldn't 
you treat him a little more graciously? Perhaps 
not, perhaps so. It is at least food for thought. 


When anyone approaches your desk always 
give a smile or pleasant greeting. Do not turn 
your head away or keep it down when a cus- 
tomer approaches. Smile, say “good morning” 
in a pleasant voice and show some desire to 
be of service. The first impression is a lasting 
one, make it a pleasant one, put your best foot 
forward, try to impress your customer so favor- 
ably that he will want to do business with your 
store instead of your competitors. Remember 
that the customer has been invited to come in 
by you and is there because he desires to do busi- 
ness, so do not waste his time. 








The CREDIT WORLD 








ae ae a ee ee 


= YF © 


Your job in taking the credit application is to 
get all the information as quickly, courteously, 
efficiently and as cheerfully .as possible. If it is 
necessary to refer to the customer's rating, re- 
member that the pocketbook is the spot nearest 
the man’s heart. If you have diplomacy prepare 
to use it on the customer with a poor rating. 
[ am not going to touch farther on that par- 
ticular phase of credit work, for I am sure that 
everyone here has had his own experiences and 
only has to refer back in his memory to procure 
better illustrations than I could possibly give. 


If a customer has a good rating in the local 
credit guide it is not enough to smile and shake 
hands and tell him the account is open. Why 
not with the information that you have received 
from the application, use a little of the salesman- 
ship that the national office has been preaching 
these many years? If the customer has only 
recently moved, why not suggest your furniture, 
rug and drapery department. If he mentions 
that he had an account at a radio store some two 
or three years ago but hasn't used his account 
there since, why not mention the new line of 
radios at your store. You can undoubtedly tell 
that I am connected with a department store but 
in every line there should be some sales talk that 
could be used on many applicants. If a cus- 
tomer is interested don’t tell him that such and 
such a department is on the fourth floor. Either 
go with him yourself or have some one go with 
him and introduce him to the manager of that 
department. Don’t pass judgment on this idea 
too hastily; try it a few times. Many of us 
have been surprised at the results. 


If necessary to refuse a customer always keep 


in mind that the store needs his cash business 
and if you can refuse him credit and still sell 
him for cash then you are a real credit man. A 
credit man to do this needs to know nothing 
whatever about technics but only about human 
nature. 


If you are exasperated with a customer who 
does not pay, it does not help to lose your 
temper. Example, if the customer claims an 
error, never give the impression that your store 
never makes errors. If you do, you cut off all 
avenues for graceful outs. ‘There is no return 
path with honor but you have to make an em- 
barrassing, humiliating admission. If you have 
admitted the possibility of an error in the be- 
ginning you have not cut off all avenues and 
can more graciously admit the store’s responsi- 
bility and retain the customer's good-will. 
Always remember a clerical error is easier to 
forgive than one of discourtesy. A customer 
lost because of discourtesy that your store has 
spent money to get in your place of business is 
not only expensive but may cost several more 
customers. 


How to keep the customer’s business after you 
have him on the books is one of the problems of 
the credit department. All that has been said 
about personal contact applies to correspondence 
and the telephone. Remember that a voice over 
the wire, no matter by whom spoken, is a voice 
of the entire institution. If you are rude, so is 
the store. They do not say that Mr. Blank of 
the credit department was rude or that some 
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clerk in the credit department was rude but they 
say, “Don’t go to such and such a store, they 
are rude and discourteous.’” Remember, “‘busi- 
ness goes where it is invited and stays where it 
is well treated.”’ 


If I may be allowed to refer to a personal hap- 
pening that illustrates my point, I should like 
to tell you of an incident occurring in a large de- 
partment store in Toronto, Canada, during the 
convention. It was a warm day and several of 
us from the states were going through the store 
minus our headgear. On one of the upper floors 
of this particular store I was interested in some 
items and was momentarily separated from the 
other members of the party. I was waiting for 
them to come back and lighted a cigaret while 
I was waiting. A gentleman about fifty years 
old, wearing a morning coat and turned-down 
collar walked up to me and said, ‘You can’t 
smoke here.’’ That was perfectly satisfactory 
and I was ready to drop the cigaret and grind 
it out when he went on to say, “Don’t you 
know that you can be fired for that?’’ I replied 
that I didn’t know that. “Well you can. | 
started to work here twenty-five years ago last 
Thursday,”’ and as I apparently had not shown 
the proper amount of awe at the years of service 


he went on to say “I'll see that you are fired 
for smoking.” 


“Oh no,” I said, “I’m afraid you can’t do 
that."’ I was thoroughly enjoying myself by 
that time and I wanted to see how far he would 
go. He puffed up like a pouter pigeon, reminded 
me again of his years of service and then asked 
me why he couldn’t have me fired. I replied, 
‘Because I don’t work here.’’ He didn’t say 
a word but took the elevator to another floor. 
While that incident furnished us with several 
laughs in our delegation, you may be sure that 


“when our purchases were made we did not go 


to that particular store to make our selections 
but went to one of their competitors. 


So don’t be misled by appearances. Don't 
jump at conclusions. Don’t treat your appli- 
cants for credit as though they were asking a 
favor. You are the salesman; you have made 
only the first steps toward credit relations. Quite 
frequently the rest depends on you. If you have 
a sour feeling in your mind, save it. Some day 
soon a slick salesman will come along and for 
the ridiculous sum of $300 cash will guarantee 
to collect $2,000 or some such amount on your 
old charge off accounts. About that minute 
throw him out, and that will relieve any ill 
nature that may have accumulated during the 
trials and tribulations in a credit department. 
Keep your good nature for your customers. 


In conducting your office with the idea of 
‘courtesy always,’’ you'll be doing two things: 
First, your work will be more enjoyable, and 
at the end of the day this enjoyment will be 
carried with you in your hours of recreation 
Second, you will be helping to remove the old 
stigma from the public’s idea that a credit man- 
ager, whose chief joy in living was to say ‘‘no”’ 
to applicants for credit, was a cranky crab. In- 
stead they will be saying, ‘“You know the credit 
manager at the store? He really isn’t a 
bad sort.”’ 


















Report on National Retail Jewelry 
Survey Issued 


Operating practices and performance of over 
12,000 retail jewelry stores located in every 
state in the union, with total net sales in 1929 
of approximately $80,000,000, as well as the 
location and characteristics of the stores are 
analyzed in ‘‘Jewelry Distribution by Retail 
Jewelers,”’ just released by the Commerce De- 
partment. 

Comparative data enabling the individual re- 
tail jeweler to judge the efficiency of his own 
enterprise are presented in this comprehensive 
report, made by the department at the request 
and with the co-operation of the American 
National Retail Jewelers’ Association. 

Suburban and neighborhood shopping loca- 
tions are apparently not as yet very popular 
locations for jewelry stores, as 85 per cent of 
the stores reporting were located in central shop- 
ping districts, 5 per cent in suburban districts, 
and 10 per cent in neighborhood locations. 
Practically all or 97 per cent were in downstairs 
or street-level stores and 88 per cent were located 
on a main street. 

The average annual net sales of reporting 
stores was $66,264, the median figure, consid- 
ered more representative, however, was only 
$24,663. Stores are grouped in ten size groups, 
ranging from those having net sales as low as 
$2,500 and under for the year 1929 to those 
doing business of a million dollars or more. 
Figures are also presented according to size of 
city, nine groups being used for this purpose. 

Comparative sales figures for 1928 and 1929 
are revealed in the study. The change from 
1928 to 1929 ranged from a gain of .3 per 
cent to a loss of 14.3 per cent in the various 
size groups. The highest average gain of .3 
per cent was for the group of stores reporting 
net sales in 1929 of $50,000 to $100,000. 

The proportion of repair sales to total net 
sales in various sizes of stores is shown, also 
the proportion of repair sales are indicated as 
being greater in smaller places with a steady 
decrease as the population of a city increases. 
A table is included showing that the proportion 
of repair sales is smaller in stores doing a larger 
proportion of installment business. 

Detailed information and tables are included 
in the report dealing with installment sales, in- 
ventory, merchandise sources, gross marginal 
profit, credit loss, advertising, returns and al- 
lowances, delivery methods and other matters 
of importance to the retail jeweler in appraising 
the operation of his own business. 
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Credit management must constantly at- 
tempt to sell general management on the 
stabilization of retail credit through bureau 
| co-operation. This has to do with compe- 
| tition in terms, credit control through the 
| bureau, centralization of all collections 
through the bureau, and, in fact, the cen- 
| tralization of all credit activities in the 
bureau. 
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St. Louis 
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A Digest of Credit News 
For Quick Reading 


“Congratulations. August CREDIT WORLD 
exceeds most sanguine expectations. Appearance 
and contents excellent.’-—-Frank Batty,- Presi- 
dent, National Retail Credit Association. 
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Each month the N. R. C. A. receives from 
200 to 300 letters from individual credit man- 
agers reporting their collection percentages. They 
indicate collections are keeping up remarkably 
well, no doubt because all those reporting are 
members of the N. R. C. A. 
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The retailers of Los Angeles have set out to 
eliminate the abuse of the returned goods privi- 
lege and some of the large stores report a reduc- 
tion of 4 per cent. 
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Henry H. Heimann, vice-president and credit 
manager of the Kawneer Company, Niles, Mich., 
who was elected president of the National Asso- 
ciation of Credit Men (wholesale), has suc- 
ceeded Stephen I. Miller as executive head of 
that organization, effective September Ist. 
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Frederick W. Walter, credit manager of Rus- 
seks, New York, and president of the Associated 
Retail Credit Men of New York, has resigned 
both positions to become credit manager of the 
H. & S. Pogue Company of Cincinnati, Ohio. 
Mr. Walter is one of the old guard of the N. R. 
C. A., having been credit manager of the Namm 
Stores, Brooklyn, Wm. Taylor Son & Co., 
Cleveland, and Gimble Brothers, New York 
City. 
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Jay Iglauer, vice-president and treasurer of 
Halle Brothers Company, Cleveland, has been 
elected president of the Retail Merchants Board 
of Cleveland for the third successive time. 
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William H. Gray was elected secretary of the 
Retail Merchants Board of Cleveland for the 
fifteenth time. Mr. Gray has been an outstand- 
ing leader in the N. R. C. A. for years and has 
builded the local credit organization in Cleve- 
land from a handful to one of the largest in the 
country and created one of the most perfect 
credit bureaus in the land. 
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Retailers employ more people and distribute 
more money each week in payroll than any 
other business—3,769,000 employees, with 
salaries of $5,134,000,000 annually. 

i et 

The total number of persons employed in 
gainful occupations in the United States is 48,- 
832,569. Of this number 3,769,000 are em- 
ployed by retail stores. 





Arthur P. Lovett, vice-president of the N. R. 
C. A., made a “‘hole in one’’ on the course of 
the Ivanhoe Masonic Country Club, Kansas 
City, Mo. 
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The N. R. C. A. collection inserts and stickers 
must be effective. Orders for over fifty thousand 
are received each month, most of them repeat 
orders. 
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Automotive products, automobiles, accessor- 
ies, gas, oil, sales amount to $9,546,897,913. 
Records show filling stations doing $1,500,- 
000,000 per year. 
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The retail furniture stores do 3.04 per cent 
of the country’s retail sales volume. 
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The deficit of the Federal Government for 
the last fiscal year was $903,000,000. With 
only two months of the new fiscal year gone we 
find ourselves $387,000,000 on the wrong side 
of the ledger and it is announced more than a 
billion dollars will be raised by a bond and 
certificate issue. The bonds, amounting to 
$800,000,000, will be dated September 15, 
and run for 20 or 24 years at .3 per cent interest. 
The certificates, amounting to $300,000,000, 
will bear 144 per cent interest. 

The bond issue is the third for this calendar 
year, $600,000,000 having been issued in 
March and $800,000,000 in June. 
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In the face of a falling off in sales volume, 90 
per cent of the credit reporting bureaus of the 
N. R. C. A. indicate an increase in reporting 
service. 


This would indicate retailers are scrutinizing 
their accounts more carefully and realize it is 
advisable to get a complete, up-to-the-minute 
report before extending credit. 
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Savings bank deposits continue to rise. The 
vast sums hoarded since 1929 will be spent some 
day. Present conservatism of individuals is a 
green light of assurance, just as reckless spending 
two or three years ago constituted a red danger 
signal. 
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Living costs of the average wage earner are 
now lower than at any time in the past 12 
years, according to the National Industrial Con- 
ference Board. Largest price declines last year 
were in clothing and food. 
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Extent of Country’s Retail Business 


Each retail store in the United States is divid- 
ing with 1,549,167 other stores approximately 
$50,000,000,000 of retail business annually, 
according to the summary of the census of retail 
distribution by the Census Bureau. For the 
first time in the history of any country we now 
know, in these figures, the total retail trade of 
the United States and of each individual state, 
together with the number of stores through 
which this trade moves and the sales per capita 
for each state. In addition to the $50,000,- 
000,000 of trade passing through retail stores, 
$3,000,000,000 is reported by manufacturers 
and other producers as direct sales to consumers, 
making a grand total of $53,000,000,000, 
nearly two-thirds of the unofficially estimated 
total annual income of the country from all 
sources, and five times the value of the average 
annual farm crop. 

The average retail store, if such a thing exists, 
supplies an average of 79.4 persons purchasing 
$407.52 each during the year for a total of 
$32,297 average annual business: average sales 
per family $1250 to $2000. 
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A New Book on Retail Credits 


T. L. Loughridge, vice-president and credit 
manager of the W. C. Munn Company of 
Houston, Texas, a member of the N. R. C. A. 
for many years, is the author of ‘‘Practical 
Guide in Credits and Collections,’’ just off the 
press of the Gulf Publishing Company. 

In a book of 182 pages, Mr. Loughridge gives 
in plain language and easy readable form, his 
conclusions covering twenty years of retail credit 
study. 

The chapters are arranged to cover from the 
taking of the application to the collection of the 
accounts; the development of new business; the 
most successful collection methods, and samples 
of letters and forms used. 

The author has had much experience in credit 
study classes, and has “boiled down”’ his knowl- 
edge in a most concise way, appealing to the 
professional as well as the student. 

This book is a worthy contribution to the 
all too limited literature on retail credits, and 
should be read by every member of the N. R. 
C. A. 

The price is $4, and the N. R. C. A. has ar- 
ranged to supply its members through the 
national office. 
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Leaders 


It is possible for a man to hold a high office 
and yet not be a leader. Some one defines a 
leader as ‘‘an individual who is moving in a 
particular direction and who succeeds in inducing 
others to follow after him.’” The man who is 
not a leader but who does occupy an official 
position is merely a head man, or “‘an individual 
who because of ability or prestige has attained 
to a position of headship only.” 

—From Net Results. 














Credit management must get a new 
sense of responsibility. It must forget the 
past and be reborn. It must have a real 


e. | 


} 
| 
| 


respect for the bureau and feel that it is | 


probably the only solution to most of its 
credit problems. In addition, it must be 
very mindful of changing conditions in 
the credit world, and be willing to adopt 
new thoughts and practices as fast as the 
other divisions of business have been forced 
to do. 














BE PROUD OF YOUR 
ASSOCIATION 


Wear Its Emblem 


You may not think it, but every 
customer notes the button on your 
lapel, the ring on your finger, the 
charm on your watch chain, and if 
these indicate you are a member of 
the National Retail Credit Associa- 
tion, you will have carried our mes- 
sage of “Good Credit and Prompt 
Payments” without speaking a word. 


SIGNET AND SHIELD RINGS 





Solid Gold, signet style, 
plain or hammered, 


$9.00 


Solid Gold, shield style, 
plain, 


$9.00 


LAPEL BUTTON 


WATCH CHARM 
P OR PIN 





Solid Gold with ring for 
attaching, 


$6.00 


Solid Gold, button for men, 
pin for women, 


$2.00 


Order from 


National Retail Credit Association 
1218 Olive Street, St. Louis, Mo. 
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EVERAL years ago there was published a 
S book with the Latin title “Quo Vadis,” 

meaning, literally, whither bound? It is 
not necessary here to state the author’s name or 
a familiarity with the contents of the volume, 
but the question is at least striking, and may 
appropriately be re-stated: Whither are we 
bound in the realm of retail credit? 


Draw upon your imagination and picture two 
clipper ships under full sail in mid-Pacific, 
traveling in opposite directions, long before the 
age of wireless. Flag signals are hoisted and 
being interpreted, read something like this, 
‘What ship and whither bound?’’ The reply 
comes, ‘“The ‘Flying Cloud,’ twenty-five days 
out from Hong Kong to Liverpool with a cargo 
of tea.’ Then comes the rejoinder, ““This is 
the ‘Sovereign of the Seas,’ seventeen days out 
from San Francisco, bound for Nagasaki, gen- 
eral cargo; all well on board,’’ and the vessels 
pass on to their respective destinations. 


Suppose one of the captains had signaled 
‘anywhere the wind carries us’’ or ‘“‘we don't 
just know”’; he would rightfully be regarded 
as a lunatic, and his ship a menace on the 
high seas. 


How does it fare with the ship of national 
credit? 

Following a cycle of unprecedented pros- 
perity, we are in the doldrums. An experienced 
mariner will tell you he would rather face a 
hurricane than prolonged calm. The gale will 
test his seamanship and the sailing qualities of 
his command, but a glassy sea becomes monoto- 
nous and induces ennui among the crew. 


The question ‘“‘whither bound”’ is of para- 
mount importance and he who sits complacent 
is not wise. The subject opens up a vast field 
upon which we cannot now enter. 


Commercial failures (exclusive of banks and 
individual insolvencies) in 1930 were 26,355 
in number, with liabilities of 668 million dol- 
lars. A staggering sum, creating a new high 
record for all time for the United States. Three 
reasons predominate: 


1. Lack of capital. 
2. Ignorance of business methods. 
3. Unwise extension of credit. 


A trinity of evil! The vicious circle! Dr. 
Julius Klein in ‘“‘Whither Mankind”’ asks the 
question almost plaintively, ‘‘But does this pil- 





Quo VADIS 


An Age Old Question Applied to 
Modern Credit Business 


By FRANK BATTY 


President National Retail Credit Association 





ing up of mass output mean a better civiliza- 
tion?” 


Twenty-eight billions of retail credit in 
1930! Quo Vadis? 


Granted that credit, particularly installment 
selling, has raised the standard of American 
living we may ask, Have we raised the standard 
too high? The true and unfailing criterion is 
the character and intelligence of, the consumer 
commensurate with ability to pay as agreed. 
Lower the standard and we are on a greasy gang- 
plank with a strong incline toward the sea, and 
Davy Jones’ locker. 


The motto of our association this year is, 
‘Keep the ship on an even keel,’ and we are 
bound for the port of Commercial Prosperity. 


We firmly believe that the prosperity of the 
country depends largely upon intelligent con- 
sumer credit extension. The United States De- 
partment of Commerce National Retail Credit 
Survey shows the average loss on open credit 
sales of stores which relied wholly on credit 


‘bureaus for information on applicants was 0.5 


per cent, and of those which did not use credit 
bureaus, was 1.3 percent. The ‘‘direct inquiry’ 
and no inquiry at all are unwise and expensive 
methods, but there are still merchants and credit 
granters who follow this pernicious practice. 
Investigate before you invest is sound policy. 


The National Retail Credit Association is the 
safety valve of business, the sine qua non of the 
age in which we live. Wisdom and strength 
lie in our adaptability to an ever-changing en- 
vironment. 


‘Not of the sunlight, 

Not of the moonlight, 

Not of the starlight! 

O young mariner, 

Down to the haven 

Call your companion. 

Launch your vessel 

And crowd your canvas, 

And e’re it vanishes over the margin 
After it, follow it, 


Follow the gleam.” 
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Ox-Cart Letters In 
An Air-Mail Age 


N ANCIENT Babylon, Ili’'u-Shamash, with 
stylus and tablet, laboriously began his letter: 
“We beg to call your attention to the fact 

that 

Centuries later, Tentamon, the Egyptian, 
took papyrus in hand and wrote: 

“We beg to call your attention to the fact 
that as 

Under the dust of ages, both Ili’u-Shamash 
and Tentamon lie forgotten but their style still 
survives! In many modern offices, today’s cor- 
respondents, modern in all things save their 
adherence to so-called ‘‘Business English,”’ ring 
for their stenographers and dictate: 

“We beg to call your attention to the fact 
that ¥ 

Why, with all the other processes of letter- 
writing modernized—in keeping with the times 

do so many correspondents cling to the anti- 
quated, slow-moving phraseology of the ancient 
scribe? 

Is it because we are devoid of originality? 
Hardly! 

Rather, it’s because we are hide-bound by 
traditions and by rules and ‘‘don’ts’’ inherited 
from another generation. And largely, it’s be- 
cause many of us are, unconsciously, in a mental 
rut! 

In letter writing, as in other things, we are 
largely creatures of habit. We follow the line of 
least resistance. Instead of thinking out new 
phrases—‘‘new ways of saying it’’—for our- 
selves, we find it easier to fall back upon the old 
“bromides.” 

Too, few letter writers realize the importance 
of letters—they overlook the potential possibili- 
ties of a good letter in results and good will. A 
good point to remember is that a good letter 
costs no more than a poor one, except in “‘gray 
matter.” 

Every retail store has a distinct policy and an 
indefinable something called personality. Every 
letter going out on a store’s letterhead is a per- 
sonal representative of that store and should 
reflect its policies and its personality. 

Yet, in reviewing letters used by stores in 
widely separated sections of the country, one is 
amazed at the cold and formal similarity 
achieved. By contrast the exceptional letter— 
the one that dares to be different—attracts atten- 
tion just because it is different. 

Competition is just as strong in collecting 


By DANIEL J. HANNEFIN 


Better Letters Counselor for National Retail 
Credit Association 


as in selling. Your customer is some other 
store’s customer, too. Your letter arrives in 
competition with letters from the other stores 
and the one that makes the strongest case is likely 
to be the most successful. 

So why not make your letters different? Put 
into them the personality of your store. Look 
upon every letter you write as a selling letter, 
selling a better understanding of credit and terms 
and a closer, mutual co-operation between cus- 
tomer and store. 

Learn to talk and write from the other fel- 
low’s viewpoint. Remember, human nature is 
essentially selfish. If I talk to you about myself 
and what I want to do, you'll consider me a 
bore. But if I talk to you about the things 
you're interested in, you will welcome my con- 
versation! 

Let's apply that to collection letters. The 
negligent debtor isn’t interested in what you 
want, in your troubles or your interests. He has 
his own troubles just now. 

But tell him how his negligence affects his 
credit; tell him how prompt payment of ac- 
counts helps him in a material way—by a better 
credit standing, by increased prosperity all 
around—by lower merchandise costs through 
quicker turnover of capital—then he’ll respond 
because you are touching upon his interests. 

Your customers are human beings—write to 
them as you would talk tothem. Meet them on 
common ground—with a “‘you-and-me’’ atti- 
tude. This doesn’t mean that any sacrifice of 
dignity is necessary—that you should write in 
an apologetic tone or make excuses for reminding 
the debtor that his bill is due. 

Rather, you can let it be understood that you 
know—and he knows—tthat the bill is past due 
and must be paid. Yet, with an understanding 
of human traits, you should appear willing to 
help him and also make it easy for him to pay 
the bill and continue as a customer without any 
sacrifice of his dignity. 

Just for contrast compare these two collection 
letters—letters actually used by two different 
firms: (1) 

‘““We have recently sent you two letters and a 
statement of your long overdue account without 
a reply. We cannot understand your failure to 
keep faith with us nor can we justify your 
silence.”’ (2) 

“We know exactly how easy it is to overlook 
these small items but it is expensive for us to 
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BETTER LETTERS SERVICE 
NATIONAL RETAIL CREDIT ASSOCIATION 
—MODEL LETTER #53— 


FOR INACTIVE ACCOUNTS. 


Your Letterhead Here 


April 16, 1928. 


Dear Sir (or Madam): 


"Bvery question has two sides", 
runs an old proverb. 


And this letter is arranged 
to get your side of a question 
that’s worrying us. 


Here's the question: 


Ie it through any fault of ours 
that your charge account has 
not been used for six months? 


And here’s our side: 


You've been too good a customer 
for us to let you slip away un- 
noticed. 


We value your patronage— we 
want to keep you as a charge 
customer. 


And if it’s through any fault 
of ours that you're not using 
your account here we'd appreci- 
ate your telling us “your side". 


I assure you, we'll do our ut- 
most to make correction. 


The other half of this sheet is 
yours. Will you use it for your 
"side"— and mail it back to us 
in the enclosed stamped envelope. 


This letter and a com- 
panion letter, both origi- 
nally published in the “Bet- 
ter Letters Service” in 1928, 
revived 711 out of 1,896 in- 
active accounts (3742%) 
for a department store sub- 
scriber in Minneapolis. 


It has been copied and 
used by many different 
types of business, recurring 
reports of its successful use 
by various types of business 
(from coal dealers to gold 
leaf manufacturers ) appear- 
ing from time to time in the 
business magazines. 


° 


Many subscribers have re- 
ported success with the let- 
ters shown below in collect- 
ing old accounts. 


Note the human tone of 
this letter—the sincere evi- 
dence of a friendly desire to 
protect the debtor’s interests 
—the offer to meet him 
half-way. 








Thank you! 


Proprietor 


fnggright *°** 8" Daniel J. Har 








send many collection letters 
in regard to them. 

“If you would pin your 
remittance to the enclosed 
statement now it would save 
us the expense of writing 
again and would save you the 
bother of further reminders. 

“Will you do it today? 

“Thank you!” 

Imagine yourself as the 
customer. Which letter would 
be most apt to get your check 
without the destruction of 
your good-will? Right! D 
And that second letter, by 
the way, is used by a nation- 
wide organization which has 
to depend on letters for its 
collections. 

The two letters illustrated 
alongside this article are pub- 
lished here because they show 
effective use of the ““‘human 
touch’ in collection as well 
as_ business-building letters 
and their successful use by 
many ‘Better Letters’ sub- 
scribers has proved their ef- 
fectiveness. 


Note: 





Dear Sir: 

Your 1927 account, amount $56.47, 
past due. 
have brought no response. 


Do you realize that by neglecting this account, 
being unfair to yourself as well as to us? 


BETTER LETTERS SERVICE 
NATIONAL RETAIL CREDIT ASSOCIATIOY 
—MODEL LETTER ¢40— 


~-FOR OLD ACCOUNTS— 


February 7, 1928. 

(or Madam): 

is now nearly nine mon*hs 
Requests for settlement-—- letter after letter-—- 


you are 





With it will be sent the full history of the account, 
information 
authority to take legal action, 


o you know what that means? 
account will go into the credit bureau’s record, for 
merchant 
years from now. 


Surely you 
rather help you protect your credit if you'll meet me half-way. 
If you can’t pay it all— you can arrange to pay it off in 
partial payments—— if you'll 
arrangement. 


Because your statement, with a few others, was just handed 
to me by the Collection Manager, marked for final action. 


This means, that unless you make some arrangement to take 
care of it right away your account will be sent to the local 
Credit 


Bureau for collection. 


the 
that we haven’t been able to collect it, and full 


if necessary 


The whole history of your 
every 
in thie community to see— today, tomorrow, ten 


don't want that! 


And I don’t either! I'd much 


come in and make some definite 


I’1l withhold action until February 15. 
or telephone me before that date. 


Sincerely, 


Credit Manager 


Send this letter by Registered Mail "Return Receipt 


Requested" 


23 By Danic} 
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WASHINGTON BULLETIN 


R. PRESTON SHEALEY 


Washington Counsel, National Retail Credit Association 


FOREWORD 


OME confusion seems to exist as to whether 
S or not the Post Office Department will re- 
turn the fee paid for obtaining the address 
as well as the signature upon registered and 
insured articles where the service was not ren- 
dered. It can be stated that it has been the 
policy of the Post Office Department almost 
since the inception of the address service, to 
refund the fees upon application therefor, in 
such cases. 


In such cases the senders are required to make 
applications to the postmasters for the refund 
and if possible to submit the envelopes or wrap- 
pers of the matter involved, with the applica- 
tion. The postmasters will verify the statements 
made by the senders in their applications for 
refunds and forward the same to the depart- 
ment. The department authorizes the postmas- 
ters to refund the fees, taking receipts therefor in 
order to obtain credit in their postal accounts for 
the disbursements thus made. 


Senders are permitted to make applications 
immediately after the return of undelivered 
articles on which return receipt fees have been 
paid or to allow such cases to accumulate for 
one week, two weeks, or as long as one month 
before making the application, and in this way 
reduce the amount of work necessary for each 
individual article if ‘treated alone. Refunds 
after investigation of the facts claimed are then 
authorized in the one lump sum to cover all the 
cases involved. 


General 


(a) How to curtail overproduction has been 
acutely engaging official Washington during the 
summer, but with not much progress as yet. 
Overproduction in wheat, cotton, coal, lumber 
and oil has resulted in numerous Washington 
conferences this summer. However, in only one 
basic industry, oil, has real progress been made, 
and that progress, so far through efforts of 
state executives, notably in Oklahoma and 
Texas, may move another step forward when 
Congress convenes in December. Legislation af- 
fecting the oil and other industries will be con- 
sidered at the annual convention of the Ameri- 
can Bar Association, September 16th to 18th, 
at Atlantic City; this proposed legislation deal- 
ing almost entirely with conservation along 
national lines. 

(b) With an existing deficit in revenue to 
\meet expenditures and a strong feeling existing 


that German reparation payments must be re- 
vised downward, and which means a lessened 
national income through decreased receipts from 
foreign governments in payment on indebted- 
ness to the United States, prospective tax in- 
creases and the form they will take loom large 
on the Washington horizon. Congress may be 
depended upon to avoid in every way possible 
an increase in taxes and some think that this 
may be accomplished by reducing or eliminating 
altogether reduction payments on the national 
debt. That a tax increase may be avoided in 
either the coming long or the succeeding short 
session of the 72nd Congress is doubtful, and 
so income tax statistics just published by the 
Commissioner of Internal Revenue are timely. 
For the fiscal year 1931 eight states—New York, 
Pennsylvania, Illinois, Ohio, Michigan, Cali- 
fornia, Massachusetts and New Jersey—paid 
into the Federal Treasury in income taxes an 
aggregate of one billion four hundred and ten 
million of a total of one billion eight hundred 
and sixty million collected from that source 
from all of the forty-eight states. Nine other 
states—Arkansas, Idaho, Mississippi, Montana, 
New Mexico, North Dakota, South Dakota, 
Vermont and Wyoming—paid in all but nine 
million six hundred and forty thousand. The 
first group has sixteen senators in Congress and 
the latter group eighteen. It will be interesting 
to watch the reaction in Congress of the various 
senators from these states when appropriations, 
tax increases and war reparations are debated in 
the Senate. 

(c) This bulletin has heretofore called at- 
tention of the effects of a drought on the grant- 
ing of credit, but strange as it may seem, depart- 
ments at Washington have not heretofore fur- 
nished comprehensive statistics as to the actual 
loss to the country resulting from last year’s 
drought. However, recent figures reaching 
Washington from Frederich County, Md., show 
that when Sidney Baer of St. Louis told the 
St. Louis convention that the drought had been 
a greater factor in prolonging the depression 
than most people estimated, he was exactly 
right. There are a number of corn canning fac- 
tories in that Maryland county and yet the 
sweet corn crop was a total failure last year 
and the canneries did not operate. This year 
it is estimated that the growers of corn alone 
in that county will receive about $210,000 
from their crops and that a large number of 
persons will be given employment in the can- 
neries from six to seven weeks. 
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Departmental 


(a) The federal building program for the 
next two years calls for an expenditure of ap- 
proximately seven hundred million dollars, the 
Treasury Department announces. About one 
hundred and fifty thousand men will be em- 
ployed on these projects, directly and indirectly. 
Work is expected soon to start on buildings in 
Chicago, South Bend, Ind.; New York; De- 
troit; St. Louis; Jacksonville, Fla.; Miami, Fla.; 
Chattanooga and Knoxville. 

(b) Information coming from the Depart- 
ment of Commerce indicates that the committee 
of that department on uniform mechanics lien 
laws is now in accord with the committee of 
state commissioners on uniform state laws. The 
new Mechanics Lien Act is now being printed 
for committee consideration only and is not yet 
ready for distribution. When the National 
conference of commissioners on state law meets 
in Atlantic City in September during the ses- 
sions there of the American Bar Association, 
the new act will be taken up, made public, and 
discussed. 

(c) It would be interesting if accurate figures 
were available to see who receives the most pay 
per hour of work—the city school teacher or 
the credit man. Recent figures made public by 
the Bureau of Education in connection with its 
national survey of education reveals that the 
average yearly pay for a city school teacher is 
$1,771. This report also shows that teachers’ 
salaries are increasing. 

(d) Great Britain has two acts, the act of 
1878 and the act of 1882, under which con- 
ditional bills of sale where the purchaser re- 
mains in possession of the merchandise must 
be registered to be valid. And even when reg- 
istered, may under certain circumstances may be 
held to be void. These acts, however, have been 
circumvented by what is known as hire purchase 
agreements. Martin H. Kennedy, Trade Com- 
missioner of the Department of Commerce at 
London, has recently reported that this hire 
purchase agreement of Great Britain “‘is a docu- 
ment by which the possession of goods is given 
by the owner of the goods to the hirer, the other 
party to the agreement, in consideration of pay- 
ment on the part of the hirer of certain hire 
installments, with the understanding that when 
the total number of hiring installments have 
been paid.” It is estimated that more than thirty 
thousand British traders are using the hire pur- 
chase method, while the output of more than 
eighty manufacturing industries are using this 
method of disposing of their products. 


Court Decisions 


(a) From the decision of the Circuit Court 
of Appeals, Second Circuit, recently rendéred 
in ReBorok, it appears that a court of bank- 
ruptcy has summary, jurisdiction to inquire into 
and decide the validity of an account receivable 
assignment made by a bankrupt prior to bank- 
ruptcy as security for a loan; the assignment 
requiring the debtor to make an assignment 
upon a weekly basis prior to payment of the 
note secured of newly created accounts but per- 
mitting him to collect and use the accounts prior 
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to maturity of the note secured. As to such 
accounts as to which the bankrupt had com- 
plete control over and domination prior to the 
institution of the bankruptcy proceeding the 
court in this summary proceeding ruled that 
these belong to the trustee in bankruptcy. As 
to payments made to the assignee prior to the 
institution of the proceedings the court ruled 
that these, in the absence of proof showing such 
payments to be voidable as preferences, were 
valid. 

(b) The Supreme Court of the United 
States will again have another St. Louis O’Fal- 
lon Railroad case before it. It will be recalled 
that the Supreme Court set aside the Interstate 
Commerce Commission valuation of that rail- 
road under the recapture provisions of the Esch- 
Cummins transportation act of 1920 because the 
commission used the wrong method of valua- 
tion. In that case the railroad retained the 
excess earnings above 6 per cent during the 
progress of the litigation and of course as a 
result of the decision those earnings were per- 
manently retained by the railroad. The Inter- 
state Commerce Commission with an order of 
April 7, 1931, to the R. F. & P. Railroad, to 
turn over a matter of $696,705 of excess earn- 
ings under those recapture provisions, ignored 
by the carrier, recently turned to Controller 
General McCarl to withhold from the railroad 
payments due from the United States for carry- 
ing the mails, transportation, and like matters. 
This the controller general did in a letter of 
notification in early August to the railroad. The 
O'Fallon case will now be fought over again in 
the courts, but it looks like this time the litiga- 
tion will proceed, but with the United States 
holding the money. This may mean expedition 
in finally deciding the vexed question of the 


recapture clauses of the Esch-Cummins act. 


(c) A decision of August 5th, before two 
United States circuit judges and a district judge 
involving the Oklahoma oil proration laws is 
epochal. It is true that the state law prohibit- 
ing waste of oil as penal acts were held to be 
void and valid as regulatory measures only, but 
the decision is of extreme importance because 
it recognizes in a way that no other court de- 
cision has heretofore done the real problem of 
oil conservation. The oil industry is a unit in 
believing that oil conservation can only be 
brought about by laws which recognize ‘‘co- 
equal rights of the several owners over a single 
pool of oil and gas to take from the common 
source of supply.”” * * * The production of 
oil and gas in excess of transportation for mar- 
keting facilities or in excess of market demands 
results in above-ground storage. At the time 
this statute was enacted, as shown by orders of 
the commission, it resulted in large amounts of 
such storage in earthen reservoirs through seepage 
and evaporation. * * * To permit oil wells to 
flow at their maximum flush production results 
in the use of an excessive amount of gas pres- 
sure and uneconomical and wasteful use of gas 
energy in lifting the oil, and a tremendous loss 
in ultimate recovery. In view of the oil con- 
servation laws just enacted by the Texas Legis- 
lature in special session, this decision is of the 
greatest importance, recognizing fully vital prob- 
lems of oil conservation. 
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ERCHANDISING is now an art that demands 
MM more intelligence and ability than ever 
before. The merchandise managers and 
buyers of today must be ever on the alert. They 
need to have foresight and good judgment; 
must always be abreast of the times and most 
important of all, they should have knowledge 
each day of the merchandise position; or, in 
other words, ‘“‘merchandise control.” Mer- 
chandise control has been defined as a ‘‘method 
of directing the merchandise activities of a retail 
business or subdivision thereof, through the use 
of information disclosed by reports and records 
showing movements and conditions of stock.”’ 
This definition may logically be divided into 
two major parts: 

1. Reports and records necessary for direct- 

ing activities. 

2. Direction of merchandise activities. 

The buyer must necessarily have certain cur- 
rent and definite information for intelligent 
purchasing. 

He must know the approximate amount of 
stock on hand at retail at all times. He must 
have definite information as to the amount of 
merchandise on order, the rate of turnover, etc. 


For some departments or classes of merchan- 
dise it is essential that the records giving this 
data be supplemented by unit control records 
in order to have currently available an analysis 
of stock and sales, by styles, colors, sizes, kind 
of material, etc. 


He must also know the length of time re- 
quired to obtain merchandise in order to keep 
the investment in stock at low levels and also 
to minimize the possibility of being out of 
wanted merchandise. 


He must. know what quantities to purchase 
in order to obtain special discounts and for com- 
parison of such saving against carrying cost 
should merchandise be held in stock longer than 
anticipated. 


It would seem unnecessary for me to go into 
detail in respect of records to be maintained 
for the purpose of unit in quantity control of 
merchandise. Many forms have been devised 
and their value depends entirely upon the ac- 
curacy with which they are kept. 


Merchandise 


Control 


EDWIN H. WAGNER 


St. Louis Resident Partner, Touche Niven & Co. 


Public Accountants 


There are among you, no doubt, those whose 
duties relate to merchandise as well as to the 
extension and control of credit, and who have 
given this subject a great deal of study and I 
dare say have evolved systems which are adapted 
to your particular business and by which you 
are able to intelligently direct the movement 
of merchandise. 


The unit control should be perpetual so that 
desired information is constantly available and 
briefly stated contempates the maintenance of 
such departmental records as will show: 


1. Number of units of each item at inven- 
tory date, classified as to style, size, color, 
etc. 

2. Data relating to movements subsequent 
to inventory period, such as: 

Purchases 

Returns to vendors 

Sales 

Returns by customers, etc. 


3. Merchandise on hand and on order, which 
information is further classified in some 
stores as to vendors. 


Let us first consider the inventory. In order 
to present a true financial picture of the business 
at closing date it is absolutely necessary that 
the inventory be accurately taken. Not only 
should old merchandise be segregated from the 
new, but it should be further subdivided into 
seasonal classifications. This information is 
essential for financial reasons, so that proper re- 
serves may be provided in order to reduce the 
inventories to realizable values. 


Such a classification is necessary for the mer- 
chandise manager and the buyer and will enable 
them to plan their sales campaigns and guide 
them in purchasing. Too much stress cannot 
be given to the necessity of moving old merchan- 
dise. Ina large department store it is impossible 
for the merchandise manager or the buyers to 
have current knowledge as to the amount of 
old merchandise in stock unless they are fur- 
nished statistical records. 


As evidence that sufficient current and de- 
tailed information relative to seasonal classifica- 
tion and aging of inventories has not been avail- 
able to merchandise managers and buyers of 
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some stores, I have assembled figures from the 
records of twenty department stores relative to 
inventories of January 31,-1931, which reflects 
the following condition: 


Less than 7 to 12 13 to 18 Over 18 
6 mos. old mos. old mos. old mos. old 
46.56% 12.80% 1.25% 0.29% 
to to to to 
80.85% 32.57% 21.84% 26.05 % 


The great variation in the above percentage 
clearly indicates that adequate information rela- 
tive to seasonal classifications has not been avail- 
able in some of the stores. 


It would seem to me that a monthly check 
should be made (by departments) of the old 
merchandise on hand so that special sales cam- 
paigns can be planned to move this merchan- 
dise. The application of the term ‘‘old mer- 
chandise’’ as used in this instance varies accord- 
ing to the kind of merchandise. Some style 
merchandise should be classed as “‘old’’ if in 
stock for only a few months. Naturally, there 
are certain departments of a department store, 
such as kitchenware, hardware, china, rugs, etc., 
where this intensive check may not be required 
unless the inventory or inspection of the stock 
indicates that the ratio of old merchandise is 
higher than normal, but certainly such depart- 
ments as women’s dresses, millinery, shoes, 
men’s clothing, furnishing goods, etc., require 
a most careful analysis of the merchandise 
classified by seasons. 

I knew of a shoe store where it was found 
that as new merchandise was received it was 
given place on the lower shelves, and the old 
merchandise moved to the upper shelves. No 
effort was made to move the old stock and in a 
few years there was no room for new merchan- 
dise. This store which had a splendid repu- 
tation and was doing a good business was 
almost wrecked by this practice. 

As previously indicated, in certain depart- 
ments the control records should be so kept that 
the number of units of each class of merchandise 
in respect of size, color, etc., is readily available. 
For example, in the ladies’ dress department 
certain sizes and colors may be in great demand 
while other sizes and colors move very slowly. 
All of this information should be currently 
available to the buyer so that stocks may be 
promptly replenished in order to meet the de- 
mands. 

Merchandise sense and merchandise buying 
are essentials and while the mrechandise manager 
and buyer may or may not be born with a trad- 
ing sense, he will acquire it by years of contact 
with men and markets and by years of observa- 
tion and education on the selling floor. 

The buyer has a very distinct and important 
part in the scheme and contributes materially to 
the business in his work of buying and selling. 

The controller injects the financial element 
into the merchandising process. It is for him 
to determine for the buyer the amount of money 
that may be invested in merchandise and to assist 
him in keeping his investment clean and well 
balanced. It is also the duty of the controller 
to consult with the buyer as to the required 
initial markup, maintained markup, markdown 
limits and vendors discounts, and by means of 
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statistical information to guide him in his pur- 
chasing so that there is a natural relationship 
between the stock and sales levels. 

The budget which he helps to formulate, 
however, must be flexible and the controller 
must readily adapt the budget to market con- 
ditions, competitive selling, etc. 

It should not be inferred from what I have 
said in the foregoing that either the merchan- 
dise manager or the buyer are subservient to 
the controller, for after all, the main reason for 
operating a store is to sell merchandise from 
which to make profits. The herculean task of 
the merchandise managers is to direct the pur- 
chase and sale of merchandise but in order to 
do so intelligently, they must have constantly 
before them certain vital statistical information 
which should be furnished by the controller and 
of necessity these executives must work in com- 
plete harmony and close co-operation. 


As you know, the merchandise inventory 1s 
the keystone of the profit and loss account, and 
it is impossible to ascertain the result of opera- 
tions for a given period unless the values of the 
inventory at the beginning and end of the 
period are known. 

As the task of taking a physical inventory 
in a department store is a gigantic one, and quite 
expensive, it is not practical to take an inventory 
at the close of each month, and, therefore, some 
years ago the “Retail Method of Inventories” 
was devised. How effective this method has 
become is clearly seen by its increased use. 

Ten years ago, at a convention of the Con- 
trollers Congress of the National Retail Dry 
Goods Association, it was found that very few 
stores had adopted the retail method of inven- 
tories. At the conventiofi held in St. Louis, 


-in June, 1924, a vote taken showed that over 


two-thirds of the stores had adopted the retail 
method, and I venture to say that today prac- 
tically every department store of consequence is 
now operating on the retail method of inVen- 
tories. 

This method as you know pertains to per- 
petual inventory records maintained in a trading 
business on the basis of retail rather than cost 
price. 

For the department store which handles a 
great variety of articles, and involving a vast 
amount of capital, the retail method is most 
advantageous, economical and essential. This 
system eliminates the necessity of costing each 
item when taking inventory as all merchandise 
is recorded at retail prices and reduced to value 
by applying the complements of departmental 
rates of initial markup. 

As it is not necessary to price, at cost, the 
individual items in order to ascertain the value 
of merchandise on hand, the retail method of 
inventory control is more economical than the 
cost method. Likewise, stock shortages are re- 
vealed by comparison of the physical inventory 
at retail with the book inventory. Any abnor- 
mal shortage in the former as compared with 
the latter inventory calls for an investigation. 
The shortage may be due to any number of 
causes such as theft, breakage or shrinkage, and 
the investigation of the causes of shortages is an 





important part of the routine of every depart- 
ment store. 


Numerous are the advantages which may be 
attributed to the use of the retail method of 
inventories. At the end of each month the 
value of merchandise on hand in each depart- 
ment is readily ascertained. The necessity of 
marking price tags with symbols representing 
cost prices is obviated. As a record is main- 
tained in respect of the retail value of merchan- 
dise on hand in each department, the rates of 
stock turnover are easily determined and the 
departmental inventories correlated with sales. 


There are, however, certain departments in a 
department store which must be operated on a 
cost basis where materials are converted from 
one form to another, such as the soda fountain, 
restaurant, bakery, etc., but the inventory of 
these departments is not of major importance. 


For those who are not familiar with the retail 
method of inventories, it might not be amiss 
to explain the operations thereunder. 


The first and most important step is the de- 
termination of the average initial markup. And 
here let me stress the point that all markings 
should be in charge of one group known as 
‘‘markers,’’ who should have absolute control of 
the price tags or labels and in no event should 
these tags or labels be permitted to come into 
possession of the buyers who would be in posi- 
tion to remark the merchandise up or down 
at will. 


The marking department should be located 
adjacent to the receiving department and the 
merchandise should be promptly tagged and 
marked at the retail value determined by the 
buyer and noted by him on the vendor's invoice. 
If an article which cost $10.00 is marked to 
sell at $15.00 then the initial markup is $5.00 
or 33% per cent of the selling price. 


If subsequently this same article was marked 
down to the retail value of $12.00 the reduction 
is not permitted to affect the percentage of 
average initial markup for the reason that the 
lowering of the price indicates that its value has 
depreciated and as inventories should always be 
shown on the balance sheet on the basis of cost 
or market, whichever is lower, by applying the 
complement of the original marking rate of 33% 
per cent to the new retail value, or 66% per cent, 
we have a value of $8.00 instead of $10.00, 


which would be conservative. 


On the other hand, the complement of the 
percentage of average markup rate to be used to 
reduce the retail value to basis of cost or market, 
whichever is lower, is affected by additional 
markups, that is, increases over retail prices orig- 
inally marked, otherwise we would show a value 
greater than cost. For example, suppose the 
article mentioned above which cost $10.00 and 
originally marked to sell at $15.00 were re- 
marked to sell at $16.00 or 37% per cent 
markup, the complement of which applied to 
the new retail will give the original cost. If we 
were to use the complement of the original 
markup percentage, viz., 66% per cent, we 











would have a value of $10.67, which would 
exceed the cost of $10.00. 


One of the major problems of the merchan- 
dise manager is maintained markup, as this is 
the real guide to profit making. Additional 
expenses may be entailed here and there in the 
various departments, but the markdowns 
seriously affect the profits. 


The average initial markup, and the average 
markdown, is fairly uniform in department 
stores, as has been disclosed by a survey made 
by the Controllers’ Congress of the National 
Retail Dry Goods Association, contained in their 
booklet, entitled ‘1930 Merchandising and 
Operating Results.”’ 


DEPARTMENT STORES 


Average Average 
Initial Mark 
Sales Mark-up down 


$ 500,000 to $ 1,000,000 37.6 9.1 
1,000,000 to 2,000,000 34.9 8.3 
2,000,000 to 5,000,000 37. 7.6 
5,000,000 to 10,000,000 36. 7.8 

Over $10,000,000 38.2 8.4 

The above figures were compiled from state- 
ments received from a large number of depart- 
ment stores operating throughout the country. 


Contained in the same booklet was the state- 
ment that of forty-two departments only eight 
returned profits during 1930, and in connec- 
tion therewith my attention was called to cer- 
tain comments therein while not pertinent to 
merchandise control, might be of interest, and 
which I quote. 


“The profitable departments were largely 
those selling ‘pick-up’’ or “‘impulse’’ merchan- 
dise, in most cases having main floor special 
tables or bargain squares. These departments 
commonly exceeded the stock-turn figure of the 
store as a whole, and had smaller mark-down 
figures, also. Although the initial mark-ups 
of these departments generally did not exceed 
the average for the store, as a whole, the gross 
margin figure was more favorable. 


‘From the expense point of view these profit- 
able departments had a favorable operating 
ratio, due no doubt to these reasons: They 
required no great amount of specialized selling 
ability nor indirect selling service to customers, 
no intensive publicity effort, and did not de- 
mand of the store the costly maintenance of a 
style prestige or leadership and the expense inci- 
dental thereto. 


“Because these departments are generally re- 
garded as ‘‘quick-turning,”’ they were evidently 
able to weather the storm of rapidly declining 
wholesale prices. 


“Moreover, these departments, especially 
hosiery, underwear, gloves and toilet goods, are 
usually operated on a competitive basis and are 
frequently the fields for price wars. In their 
favor might be said that they are not com- 
monly called upon to obey the dictates of 
quickly changing fashion. 

“It might be said in conclusion, therefore, 
that those departments which might generally 
be expected to have net profit showings are those 

(Continued on page 28) 
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What Collection Managers 
Expect of the Collection 
Department Bureau « « 


By WALLACE C. STIONEMAN 


Collection Manager, O'Connor, Moffatt & Co. 


San Francisco 
EDITOR, “CREDIT ECHOES ” 


N THE A-B-C language of credit the successful 
operation of a credit department is measured 
by three principal factors: (1) Increases in 

sales through credit, (2) the collection return, 

(3) small losses. 


As a selling factor credit is recognized and 
has taken its place in the very front rank of 
business during recent years. In order to accept 
every possible application and thereby increase 
sales, the most careful safeguards have been 
thrown about credit by establishing reporting 
bureaus as central clearing houses of informa- 
tion. These bureaus are affiliated with over 
1100 other bureaus throughout the country 
with the result that credit managers of today 
think and have confidence in credit as a national 
rather than as a /ocal institution. 


Credit managers who have learned in the 
costly school of experience or who are willing to 
profit by the experience of others, depend on 
reporting bureaus for information to the ex- 
clusion of all other sources. The National Re- 
tail Credit Survey analyzed the losses of 2,544 
stores, comprising general department stores, 
women’s and children’s wear, boots and shoes, 
and furniture. Those stores using credit bureaus 
exclusively for their credit information sustained 
losses of .053 per cent; the losses of stores using 
credit bureaus, together with other sources of 
information, were .072; those stores which ex- 
tended credit without using credit bureaus, lost 
1.06 percent. In rapidiy passing over these per- 
centages they may not mean a great deal to 
us unless we stop a moment and figure out that 
the difference between .053 and .072 is the 
neat sum of 36 per cent increase in loss; and 
the difference between .053 and 1.06 is exactly 
100 per cent, indicating that stores or credit 
managers that were so lax, so smart, or so self- 
sufficient that they did not use credit bureaus, 
lost double the amount of stores that did. 


“Penny Wise—” 


A normal loss of one-half of one per cent 
of charge sales in a store doing a credit business 
of four million dollars a year, is $20,000. 
Double that amount is another $20,000 and 
you can buy a lot of credit reports for that sum 
of money. As a matter of fact, the monthly 
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bill of a store of that size will be from $250 
to $500, depending on the season, and might 
amount to about $4,000 per year. The law 
of average is the law of average whether it be 
applied to large or small stores. The only 
reason that small institutions have relatively 
higher losses than large institutions is because 
they have not as efficient credit and collection 
managers, or they have a manager or boss who 
interferes with the credit part of the business, 
who is not “‘sold’’ on the credit bureau, and who 
is driving and striving to make his small busi- 
ness a large business through injudicious and 
almost uncontrolled use of credit. 


A reasonably high collection return is, or may 
be, the result of many individual factors properly 
related. It depends to a great extent on what 
has just been outlined in the use of the credit 
bureau in properly choosing charge accounts and 


‘ having the courage to decline those that are 


habitually slow as shown by credit reports— 
unless you want that kind of business. Col- 
lection procedure must be carried out by a well 
organized collection department or division 
under the supervision of a competent collection 
manager who is under the jurisdiction of the 
credit manager. Other factors which might 
affect collection return, such as a community 
credit policy, are too broad to permit of discus- 
sion here and not within the scope of this paper. 


We have merely touched the high-lights of 
these two important phases of credit in an effort 
to show that the wholesome conduct of credit de- 
pends upon the use of credit bureaus which are 
nothing more than the most efficient means of 
compiling the composite credit experience of all 
stores tn their credit dealings with individual 
charge customers. 


Credit bureaus are a part of our own busi- 
ness, lifted bodily out of individual credit offices 
and placed under a separate roof for obvious 
reasons. In many instances, bureaus were orig- 
inally financed by charter member stores; they 
are operated, controlled and managed under the 
supervision of members, and the expense of 
operating this phase of our business is fixed in 
most equitable manner—that of charging for 
the actual service received on a non-profit basis. 














All this is nothing new and is apropos noth- 
ing in particular except to reiterate the well- 
known and recognized fact that credit bureaus 
must be used if volume of sales is to be safely 
increased by use of credit, and also to point out 
that the use of the bureau may have a marked 
effect on collection turnover, in the long pull. 


A Competitive Field 


Admitting these facts, why is it, then, that 
credit and collection managers, or store owners 
do not ‘‘follow through” and use the collection 
departments of credit bureaus to finish up the 
job when it becomes necessary to place accounts 
in other hands for collection? Frankly, we do 
not know the answer. To us, it appears to be 
one of the great unsolved mysteries. Yet it is 
only fair to mention one of the possibly many 
reasons. A glance at the classified telephone 
directory of any city of large or medium size, 
will show that the bureau is entering a highly 
competitive field in point of numbers when 
taking on collection work. Many of these col- 
lection agencies have been in more or less suc- 
cessful operation for many years and have built 
up a clientele among merchants who are, or who 
later become members of the bureau. ‘The asso- 
ciation between the credit manager and the man- 
ager of the collection agency may have become 
quite close and personal—and intimate associa- 
tions are difficult to break. The result is that 
stores feel obligated to continue to give this and 
that agency ‘‘some business’ and collection work 
continues to be split up and divided about which 
gives rise to the well-known phrase of ‘‘my 
list of collection agencies.’” Fortunate is the 
store that has made no such intimate contacts, 
and wise is the store that watches for the good 
opportunity to break them, and gradually ar- 
range to give all collection business to the collec- 
tion departments of bureaus. 


A Case in Point 

The opportunity to discontinue giving fur- 
ther accounts to private agencies will usually 
arrive in time if the store is alert and watches for 
it. For example: Several years ago the writer 
had occasion to decline an application in no 
uncertain terms, and almost forcibly take back 
merchandise that had been obtained by prac- 
tically fraudulent methods. The applicant was 
informed that charges of $240 which she had 
made at another store three years previously 
while posing as the wife of a wealthy man of 
notoriously known sporting proclivities, had 
been disputed and never paid. She replied with 
considerable heat that the account had been paid 
over a year previously, and mentioned the name 
of the manager of the collection agency with 
whom Mr. Sportingman settled the bill. Her 
story was so straight and logical that the credit 
manager was told he had better check up on the 
agency. He phoned the manager stating that 
he was informed the account had been paid but 
saved him embarrassment by not mentioning 
that it was a year ago. The manager hastily 
admitted that he had collected the account a few 
days before and the remittance would appear 
on the next statement, which it did. Need any 
further comment be made? Without question, 
this dishonorable or dishonest situation applies 


to hundred of large accounts and is probably 
one reason why so little is recovered on profit 
and loss. Here was the opportunity and ex- 
cellent cause for the store to discontinue giving 
any additional accounts to the agency—merely 
allow it to work out the business it already had 
and thus terminate the relationship by a natural 
death. Was this done? So far as we know, it 
was not and the credit manager, influenced by 
someone higher up in the store management, 
continues to give this collection agency a part of 
its business. 

“Believe it or not,”’ then, the reasoning 
faculties of many credit managers or other store 
executives seem to be paralyzed when it comes to 
using the collection departments of bureaus for 
the work that is just as important as the report- 
ing phase of credit. If collective information on 
file is important in reporting, by what logic do 
we arrive at the conclusion that it is of small 
moment to centralize, at the bureau, all possible 
information regarding accounts that stores are 
unable to collect 

The indirect benefit alone must be seriously 
considered. A concrete example may briefly 
be cited: The report on an applicant for credit 
was very favorable, clearances indicating that 
various accounts had been paid satisfactorily. 
The prize reference was one large store reporting 
high credit of $400 paid in sixty to ninety days. 
The account was accepted and soon proved very 
unsatisfactory. Months later a direct phone in- 
quiry to the collection manager of the store hav- 
ing the prize account, revealed the fact that the 
$400 balance had never been paid, was a profit 
and loss account and had been with a collection 
agency for collection for two years before the 
second store opened the account. ‘The further 
cheerful statement was made that the agency had 
succeeded in collecting $10 during the past year. 
The clearance clerk had evidently ‘‘slipped’’ 
when reporting the clearance to the bureau. 
This ‘‘slip’’ cost the second store exactly $433 
because that was the amount of credit the cus- 
tomer received, that was the amount charged to 
profit and loss and that is the amount still un- 
paid after a lapse of four years. 

The case in point is merely this: If the first 
account had been placed with the adjustment 
department of the bureau for collection rather 
than with a private agency, the $400 undesirable 
account would have been recorded in the report- 
ing files as a check against further credit even 
though the clearance clerk of the store slipped 
up and reported the account “‘paid.’’ In the law 
of averages one store loses at one time in a situa- 
tion of this kind, and another merchant loses 
the next, so we all lose in the long run. The 
store that does not give all its collection work to 
bureaus having a collection department is not 
fulfilling its full obligation toward credit and 
is not co-operating in safeguarding the interests 
of other merchants, both local and national. 

If there is not room in a city for two retail 
reporting bureaus (and most of us agree there is 
not) why should there be room for innumerable 
collection agencies; and why should they be 
supported by retail merchants who can have and 
do have just as good or better service through 
efficiently operated collection departments as a 
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part of their own bureaus? There is a best way 
of doing everything and we believe the best way 
of collecting refractory accounts is through the 
bureau. 


Bureau Service Should Be Best 


There is no reason why bureaus should not 
have the best operated and most efficient collec- 
tion service in their respective cities. If you have 
not the best collection service in your city, there 
is something decidedly wrong with the mer- 
chants back of the bureau, the bureau manage- 
ment or the personnel of the bureau collection 
department. In competition with bureaus, 
there is no individual collection agency that has 
comparable facilities, access to reliable informa- 
tion, power and moral force with which to 
work. 

If we have thus far built up a case of any 
merit in endeavoring to show that merchants 
should support the bureau, both in obtaining 
credit reports on every application, and in using 
it as a collection medium, let us see what collec- 
tion managers expect from the collection depart- 
ments of bureaus. 

We expect, first, it to be the best collection 
medium in the community and we expect the 
cost of this service to compare favorably, not 
necessarily with the private agency that quotes a 
ridiculously low price and has to be watched to 
prevent it from retaining 100 per cent of collec- 
tions, but with other successfully operated col- 
lection departments of bureaus throughout the 
country. Measuring up to these qualifications, 
we collection managers will exert our best effort 
and argument to see that our respective stores 
give to the bureau not 50 or 75 per cent, but 
100 per cent of our business. 

We collection managers expect so many things 
of the collection or adjustment department of 
the bureau that the mere listing of them would 
be quite amazing. To begin, we expect them to 
do all the things we would like to do—write 
letters that sting like an adder and lash like a 
whip when occasion demands—to use language 
on the telephone that we would like to use, but 
which we as representatives of large highly 
ethical institutions dare not say. ‘There are 
bounds beyond which we can not or should 
not pass yet it is often necessary to stir things 
up to get action without resorting to legal 
measures. 


No Time to Dally 


When our accounts are referred for collection 
we expect immediate action. This means action 
in accordance with prompt routine procedure 
after the claim has been recorded. Without 
being intimately acquainted with the general 
office work of the collection department of a 
bureau, we assume that files are checked to ascer- 
tain whether or not other accounts have pre- 
viously been received and collected, or are pend- 
ing. Naturally, a record is entered on the master 
reporting record for the protection of other 
merchants. ‘The latest credit report on the ac- 
count is read as this may give far more informa- 
tion than that accompanying the claim, which 
information, we are told, is usually sparse in- 
deed. If the address is known, a demand for 
payment goes out immediately. This should 
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not be a week wish-washy notice that the ac- 
count had been overlooked or it should not so- 
licit a complaint by suggesting that there may 
be some misunderstanding. It should be a 
straight from the shoulder statement and de- 
mand for payment or satisfactory arrangements 
within five days. The entire procedure or 
sequence of follow-up letters should be designed 
to reach a final conclusion and legal action 
within a comparatively short period of time as 
compared with the careful collection procedure 
of the average department store. 


Rv immediate action we also mean that we 
semetimes expect the collection departments of 
bureaus to place an attachment within two or 
three hours on telephone instructions—and this 
is often done. Large, medium, and small claims 
all receive, not the same service, but a service 
fully warranted by the amount of the account. 
We do not expect it to spend valuable time and 
energy on small accounts of a few dollars. Most 
debtors know full well that suit will not or can 
not be brought for an extremely small amount 
and the only force available is to state in a final 
letter that the circumstance will stand as a per- 
manent record against them and probably pre- 
vent them from opening further accounts among 
members of the credit association. 


“Home to Roost” 

Don't laugh when we say we expect the 
bureau to collect accounts that are ten years old. 
It is nothing unusual and is being done almost 
every day. Like the elephant, the bureau never 
forgets. Debtors may drop completely out of 
sight for three, five, or ten years, but eventually 
many of them return and ask for credit. “The 
record of the unpaid account stands on the 
master card and no one is probably more sur- 
prised than the debtor when confronted with 
the fact that the bureau knows all about it. A 
few such customers are honest and the account 
was overlooked through unusual force of cir- 
cumstances. Others pay even such outlawed ac- 
counts, feeling it may be a good bet: to gamble 
the amount against the possibility of getting 
more credit. By the wildest stretch of imagina- 
tion we can not conceive of any private col- 
lection agency giving that class of service after 
having an account for five or ten years unless it 
stumbled on the location and identity of the 
debtor by the merest accident. 

If the address of the debtor is unknown, we 
expect the collection department of the bureau 
to immediately start intelligent locating ma- 
chinery in motion. In this it has a great advan- 
tage over the private agency and the individual 
store by referring to the reporting files and 
making use of every lead during the history of 
the account. On reasonably large accounts 
stores should be willing to spend a little money 
by immediately referring the name to a reliable 
locating agency and thus have two separate 
forces working on the location. Holding no 
brief for any locating agency, we wish to remark 
that there is one in this city which gives us 
exceptional service. Other collection managers 
claim that his service is rotten. We believe the 
difference lies in that we pay him immediately 
as his locations come in, whereas other stores 


allow his account to pile up and then argue with 
him about the bill. Incidentally, when he 


locates a debtor he does not guarantee him to 


stay put and that is what many collection man- 
agers seem to expect. 


Those Itemized Bills 


The collection department of the bureau 
should have confidence in the correctness of the 
account and endeavor to arrive at a settlement 
without requesting an itemized statement. 
Itemized bills are an added expense and give the 
impression of adding insult to injury—a stall on 
the part of the debtor to gain a little more time. 
If I were the manager of the collection depart- 
ment of a bureau | would feel like answering 
the request by saying, ‘Very well, you just pay 
the account right now and if it is not correct 
I'll guarantee to have the store refund any over- 
charge to you after we get the itemized bill.” 

Confidence must be the keynote in the contact 
between collection managers and bureau repre- 
sentatives. It must be assumed that the cus- 
tomer has had ample time in which to ask for 
itemized statements, register complaints, or dis- 
pute the account. Likewise, the store that is 
ethical always gives due notice that the account 
will be referred for collection and customers 
have no one to blame but themselves when they 
find their salary attached with all the attending 
embarrassment. 

When accounts are referred to the bureau for 
collection, the collection manager should give, 
in a few words, his experience with the account 
and his impression of the character of the debtor. 
The bureau is thus enabled to begin where the 
store left off rather than to lose time covering the 
same ground, accepting the same excuses, and 
finally realizing that the debtor is full of 
promises and no payments. It usually takes 
most of the wind out of the sails of the debtor 
to listen to his tale and then coldly remark, 
“You have been telling the store all those things 
for the past six months. They don’t want 
promises and excuses; they want money.” 


Legal Knowledge 


It is almost superfluous to say that the man- 
ager of a collection department of a bureau must 
have a good working knowledge of the collec- 
tion law of the state and the important court 
decisions that have established precedent in in- 
fluencing decisions of judges. ~The department 
should have the services of a good attorney, 
either on a salary or commission basis, and sub- 
ject to call at any time. This attorney should 
be a man of experience rather than a young man 
just out of school who endeavors to take up 
work of this kind while developing a private 
practice as is so often the case. The attorney 
should appear and represent stores in bankruptcy 
proceedings if the account is large or if the ag- 
gregate of all accounts and circumstances war- 
rant in investigation. This also applies to credit 
and collection managers. 

All accounts of deceased persons where no 
estate is in evidence should be referred to the 
bureau. In many instances an estate is dis- 
covered or uncovered through investigation and 
relatives will settle the account either as a legal 





or moral obligation. The collection manager 
who is busy looking after current accounts finds 
little time to make these exhaustive investiga- 
tions which the bureau is in a position to carry 
out in a most efficient manner. 

Group settlement of accounts of deserving but 
unfortunate debtors is a service that can best be 
given by the collection departments of bureaus. 
If the terms of payment are not strictly adhered 
to by the debtor we expect the bureau to notify 
us immediately in order that the accounts may 
be taken over on a straight collection basis and 
vigorous collection methods employed. 


Finance Department 


We would like to see a finance company 
operated within the bureau; and we would like 
to see credit and collection managers have the 
opportunity of purchasing stock in the com- 
pany. Stores are yearly turning a lucrative 
stream of the cream of this business into the 
coffers of finance companies who charge 6 per 
cent and then add another 2 per cent per one 
hundred dollars for what purports to be a service 
or investigating fee. When a loan is guaran- 
teed by a reliable merchant there is no occasion 
for any investigation -whatever, there is abso- 
lutely no chance of loss, and we believe 8 per 
cent which gives an actual return of about 18 
per cent is exorbitant. It makes us a party to 
and salesman for a Shylock-like deal from which 
the store derives no benefit other than immediate 
payment of the account. With very little addi- 
tional overhead, bureaus could be equipped to 
handle the financing of, not new accounts, but 
merely overdue accounts at 5 or 6 per cent and 
make a substantial profit. There are, no doubt, 
bureaus where this is already being done. 

Finally, then, we expect the collection depart- 
ment of bureaus to do all the things we do not 
have the time or facilities to do. Collection 
work may be compared to a military engage- 
ment. The collection force goes over the top the 
first of each month with a definite objective 
to gain in a given time. The wave rolls on and 
there is little or no time to stop and pick off 
the well-entrenched. We may circle around a 
machine gun nest and fire a few random shots 
but we have no time to stop for several days 
and plan an additional attack, while time, re- 
lentless time pushes us on and says we must 
be at a definite place by the last of the month. 
We fully resolve to go back to that machine- 
gun nest and clean up later but the new month 
brings new duties, a new drive, and turnover 
rises up the last of the month and grimly asks, 
‘What are my figures?”’ ‘Thus it is that we ex- 
expect the collection departments of bureaus to 
follow us and “‘mop up” the tough customers 
we leave behind. 

I do not know the experience of other collec- 
tion managers but I do know that the exclusive 
use of the adjustment department of the Re- 
tailers’ Credit Association of San Francisco 
solves that part of our collection problem and 
gives us a recovery of from 35 to 48 per cent of 
our charge-off, which is a neat sum in credits 
to deduct from profit and loss the last of each 
year. 
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COLLECTING sy TELEGRAPH 


By C. B. ALLSOPP 


Vice President, Postal Telegraph Company 


HEN the telegraph was invented by Sam- 
\V/ we Morse some ninety-two years ago, 

the general public received it as a scientific 
toy. The first line opened by Morse for the 
United States Government between Washington 
and Baltimore was operated free of charge; any- 
one in Washington or Baltimore. could play 
with the crazy idea. The government paid the 
bill to amuse the public. 


One Englishman early in the nineteenth cen- 
tury placed before the British admiralty a tele- 
graph apparatus he had made, and was told that 
Great Britain had no need of the telegraph, that 
the semaphore system was quite sufficient. An 
American experimenting with his telegraph on 
Long Island had to flee because he was accused 
of witchcraft and conspiracy with demons. 


We laugh at these things today. They do 
seem ridiculous, don’t they? The telegraph 
companies are daily helping hundreds of thou- 
sands of business men to move goods quickly 
and increase volume and the margin of profit. 


Nevertheless, there are still plenty of men 
in business in the United States, quite satisfied 
with the “‘semaphore’’ methods of communica- 
tions. They are so unacquainted with the ad- 
vantages of telegraphy that this marvel of science 
might even yet be “‘witchcraft’’ or the ‘““‘work of 
demons.” 


Economists are agreed that rapid communi- 
cation facilities promote the spread of prosperity. 
Slow methods of distribution, as Dr. Julius 
Klein, Assistant Secretary of Commerce, has 
pointed out, cause waste and loss in all industry. 


The United States is prosperous today and it 
is also the biggest user of telegraphy. Yet a 
survey completed a short time ago by my com- 
pany shows that there is an estimated $150,- 
000,000 worth of undeveloped telegraph busi- 
ness 2 year existing in this country, today. Mil- 
lions of business men are not getting the share 
of prosperity to which they are entitled. They 
are using antiquated means of communication 
in this era of speed. 


Very possibly this is true among credit asso- 
ciations, although it is a fact that you men have 
been most progressive in using the telegraph as 
a means of collecting delinquent accounts. As 
far as my company is concerned, I know that 
we have worked with large concerns selling 
radio sets, tires, pianos, refrigerators and other 
products bought on the installment plan, and 
we have seen remarkable results accomplished 
at low cost. 

I do not know exactly to what extent you 
gentlemen are using the telegraph for collecting 
delinquent accounts, but whatever use you have 
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made of it in this line, | am sure, has shown you 
the superiority of the telegram as a collector. 

And after all, there is nothing mysterious, 
there is no witchcraft about the power and effec- 
tiveness of the telegram as a collecting agent. It 
hinges chiefly upon the psychological effect 
which a telegraphic message produces upon a 
recipient. The telegram has a ‘“‘punch’’ which 
a letter does not possess. It commands im- 
mediate attention. It conveys instantly the idea 
of importance and urgency. 

To substantiate this statement, I need only 
ask you to consider your own experience. Of 
two envelopes on your desk, one plainly a tele- 
gram, the other a letter, which would you open 
first? 

When you men start collecting due accounts 
you want to be assured first of all that your re- 
quest will be opened and read. The telegram 
gives you this initial assurance. 


Secondly, you want to convey the idea of 
urgency. A written request grows cold much 
quicker than one that has been wired. When 
a debtor receives a terse telegraphic message, you 
can expect rather rapid action. The psycho- 
logical effect of speed is to stimulate a recipro- 
cation of speed. 

Thirdly, you must, we will agree, consider the 
cost. You cannot eat up all the money due tn 
slow, wasteful methods of collection. You 
want your money as quickly as possible. In 
addition to the profit they were expecting, the 
concerns you represent are losing interest. If 
you are collecting from people within the limits 
of your city, you can send telegrams for as low 
as 20 cents. Any kind of telegraphic service 
can be used for collecting—fast telegrams, day 
letters, night messages or mght letters. The 
measure of the cost is in the results you will 
obtain. Twenty cents can collect $2,000. 


Proof that the method is effective may be 
deduced from the fact that the employment 
of telegrams for collection purposes, once small, 
is now considerable. Credit organization, in- 
dustrial, commercial and financial houses of all 
kinds all over the country use it. Records show 
returns from telegrams sent out for this purpose 
are as high as 95 per cent. 


One of the strongest points in favor of the 
telegram as a collection agent is that it discovers 
addresses when debtors, for reasons of their own, 
move to new localities. 


Our Buffalo manager tells a story in this con- 
nection. It seems a local tire dealer, a progressive 
man, was using our service to collect old debts. 
One customer had moved to a farm nearby, mo- 
toring there on tires he had never paid for. Our 














manager obtained his new address, .and sent him 
a postcard which read: 


“A collect telegram is being held for you at 
our Buffa!'o office.” 


The farmer was in a field hoetng corn when 
the postcard was brought him. He dropped his 
hoe immediately, started up the Ford, and drove 
into Buffalo. 

And—this ts the important part of our story 

he did not ktil our Buffalo manager, after he 
had read the telegram. He did not shoot the 
tire dealer either 


He paid his bill 


And when he paid tt. the excuse he gave for his 
tardiness was that he was a'ways intending to 
get in to Buffalo to pay what he knew he owed 
He just never got around tot. When he heard 
there was a telegram waiting for him there, how- 
ever, he dropped his hoe and came. 


MILTON J. SOLON 
Credit Manager 
The Dayton Company, Minneapolis 
Mr. Solon is one of the outstanding credit 
Managers of the country. One of the organizers 
of the N. R. C. A. in 1912, he has always been 
active in its affairs. He has been a member of 
the Board of Directors for many years, and in 
1927-1928 was vice-president. 
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Merchandise Control 

(Continued from page 22) 
that have a reasonable or average initial mark- 
up, a high turnover rate, which are not subject 
to frequent and sudden style changes, and which 
do not require the maintenance of elaborate or 
extensive service functions. Further, it might 
be added that such departments have inherent 
qualities which permit surmounting of two 
known obstacles of profit realization—keen 
competitive selling and falling wholesale mar- 
kets. 

It will be observed from the above that the 
successful operation of a retail store requires the 
highest type of business management which 
can only be effective through merchandise con- 
trol. 











Have You Considered 


the Collection Psychology 
of Our National Emblem? 


Every member of the National Retail Credit 
Association is entitled to use our national 
emblem on his letterheads and collection 
forms. Thousands of them have found it to 
be a real collection help. That is why we 
encourage its use and are prepared to fur- 
nish electros of our emblem for printing on 
your credit stationery. We furnish these to 
members only, at cost, plus mailing and 
handling charges. 


34, Inch 1 Inch 





50 Cents 75 Cents 


National Retail Credit Association 
1218 Olive Street, St. Louis, Mo. 
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CREDIT EXECUTIVES | 
If you are capable of earning $3600 or more 
write us at once. Our personal and confiden- 


tial service quickly locates suitable openings. | 
If you can qualify for responsible Credit | 





position, write today for complete details. 


MURRAY E. HILL 
307 Commerce Bldg. Nashville, Tenn. 








Chicago Collections 
| Should Be Sent to 
Credit Service Corporation 


Collection Department of the Chicago 
Credit Bureau, Inc.,and Credit Reference 
Exchange, Inc. 


° 


The Official Credit Reporting Service of the 


Associated Retail Credit Men of Chicago 
35 South Dearborn Street, Chicago, Ill. 
Telephone, Randolph 2400 
Collections 
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USINESS is looking for ideas. 


Your organization has long since recog- 
nized that the secret of credit granting is 
man power. 


Your bureau is a part of the staff of your 
member, and the credit department of your 
member is a part of the bureau. If properly co- 
ordinated, they are one and inseparable—not a 
thing apart. The success of one is dependent 
upon the success of the other. Statistics prove 
that there has been a large saving to the local 
merchants through the accessability to credit re- 
ports on more than 60,000,000 individuals 
throughout the United States. It is believed 
that through a greater knowledge of how to 


use these reports a still larger saving may be 
effected. 


My contact with your secretaries has con- 
vinced me that it is an alert group, bending every 
effort to increase the volume and to improve the 
quality of the services they have to offer. The 
first objective may be accomplished in two ways 
—by adding new members and by securing 
more business from the present membership. 
Neither of these methods should be adopted to 
the exclusion of the other. No sane secretary 
should reason that all he needs to do to increase 
the sale of reports is to add new members. 
Neither should a secretary adopt an exclusive 
plan of increasing the capacity of the members 
he already has. Both processes must be carried 
on continuously if your volume is to perma- 
nently increase. To only add new members is 
merely to multiply the problem of inefficiency, 
which results in poor credit information from 
the member, a heavy turnover in membership 
and a large unit cost of operation. 


I believe that the movement of your national 
organization to train the man power of your 
membership through organized classes is fore- 
sighted and an economically sound policy for 
you to promote. The day of driving and bally- 
hooing the members into doing what you want 
them to do has passed. If you will build the 
man power, the volume will more or less take 
care of itself. 

Credit granting is becoming more and more 
specialized. Credit knowledge, if it is depend- 
ent on personal experience alone, must of neces- 
sity be more or less one-sided. Through scien- 
tific study of credit granting and its related sub- 
jects, the grantor becomes familiar with the 
reason why behind each step in procedure, and 
he will be enabled to solve new problems as they 
arise. With a thorough understanding of re- 
ports received through the bureau he is enabled 
to apply the experience of others to the solution 
of his own problems. 





WHAT THE BureAu GAINs 
FROM LOCAL CREDIT CLASSES 





The granting of credit requires a certain 
amount of prospecting, wire pulling, fact find- 
ing, analysis, contact making, and salesmanship. 


This complex situation creates a temptation to 
engage in credit competition on the part of mem- 
bers who are not well grounded in the purposes, 
professional aspects and consequential results of 
this practice. Credit competition leads only to 
failure and failure spells the loss of members. 


Credit classes create a thirst for knowledge 
and an appreciation of the views and association 
with persons interested in the same objectives. 
They establish the member's respect for his own 
opinions as well as for the opinions of others. 
If he is properly cultivated he will become an 
active worker at the noon-day luncheons and 
other association activities. Lukewarm mem- 
bers and non-members may be developed into 
association leaders. 


As the class, composed of the employees of 
the association as well as of the members, pro- 
gresses, both sides will better understand and 
appreciate the problems of the other. The 
bureau member learns what information is 
needed and how it is to be used. They can, 
therefore, prepare the report so that it will be 
of the greatest service to its purchaser. The 
grantor will learn that if he is to receive, he 
must give. He learns what to give and how to 
present it to the bureau. It produces a co- 
operative appreciation of the efforts necessary 
on the part of the bureau employees in gather- 
ing, tabulating and disseminating the bureau 
information. And, as your National President, 
A. D. McMullen, who is our guest today, has 
said, ‘It breaks down a somewhat prevalent 
idea that the bureau operators are automatic in- 
dividuals, are considered somewhat like tele- 
phone operators and places the employees of the 
bureau and member firms in a more co-operative 
situation for the rendering of service.”’ 


If the employee of either the member or the 
bureau has mastered the fundamental principles 
of credits he can talk with an assurance that 
will win respect. He can devote his abilities 
while in the presence of his prospect to general- 
ship instead of having his ideas diluted by 
rambling thoughts. 


Secretary R. L. Baugh, of the Okmulgee, 
Okla., Retail Merchants’ Association, has 
summed up the advantages to the association 
by saying: ‘Since the conclusion of our course 
here, we find that we receive much better co- 
operation from the firms having a representative 
at these classes. We believe that the application 
is being more intelligently taken; that more 
vital and necessary information is being secured 
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from the applicant and that the credit manager 
himself more appreciates the necessity of posi- 
tively identifying such applicant. The knowl- 
edge gained as to the legal responsibility of vari- 
ous debtors has been beneficial to our collection 
department in that we are not called upon to 
handle accounts where the legal responsibility is 
lacking. It is hard to outline how and where 
the bureau gained from these classes, and yet it 
might be summed up by saying that I believe 
the classes taught those attending to feel that 
the association was not a foreign organization, 
but a part of their own individual credit sys- 
tem.” 

Your members are scouring the earth to secure 
the best merchandise, but what are they doing 
to improve their man power? No organization 
can rise higher than its personnel. The superior 
executive seeks to develop within his organiza- 
tion what the small executive attempts to se- 
cure from another organization. The difference 
in organizations is the difference in the vision 
of their executives. The greatest organizations 
of the country were headed by builders of men. 
It has been said that to come into contact with 
Andrew Carnegie was to become a millionaire. 
At a time when the National Cash Register 
Company was on the verge of failure, all of 
their salesmen were called in, put through a 
course of training, then sent back to the field, 
and the company became financially independ- 
ent. The Phoenix Mutual Life Insurance Com- 
pany fired half of their salesmen, trained the re- 
mainder and doubled their volume within one 
year. 


In an advertisement the General Electric 
Company said, ‘The chief operating require- 
ment of the electric industry is not horsepower, 


but man power. This requirement must be con- 
tinuously anticipated. The leaders of the fu- 
ture must not only be born but made.” 


Mr. Allen, assistant to the president of the 
General Motors Corporation, says that: “The 
success of the General Motors is due to the fact 
that we recognize no precedents. Methods that 
were good business last year are not good busi- 
ness today.”’ 


One of our local credit grantors states that: 
‘With the necessity of adjustments in merchan- 
dising policies to present business conditions the 
credit department must know the proper pro- 
cedure or practice. Faced with uncollectable ac- 
counts and somewhat heavier losses we are 
tempted to adopt ultra-conservative credit poli- 
cies along with drastic collection methods, and 
it is my opinion that the only means of facing 
these present-day problems with any degree of 
certainty is to Rnow and to know means to 
study. It is only by study that we will pull 
through and the credit man who does not think 
that way will not be a credit man long.” 


The chain store and the neighboring city are 
offering the most violent competition the retail 
merchant has ever known. This competition 
shows no mercy. Only by accepting the chal- 
lenge can the merchant of today remain in busi- 
ness tomorrow, or can your city dominate your 
trade territory. The local credit men’s associa- 
tions must accept the challenge. Their mem- 
bers must measure up to the test. Careless and 
inefficient credit management has no place in to- 
morrow’s business marathon. 


Roger Babson says: ‘“‘Prepare now for the 
even bigger opportunities which will inevitably 
come.” 





For full particulars address 








September is School Time 


Vacation is over and Schools, Colleges and Universities are 
organizing their classes. 


The Educational Department of the National Retail Credit Associa- 
tion is prepared to furnish the best possible study course in Retail 
Credit, either for individuals or organized classes. 

Take the course this Fall and get a diploma from the N. R. C. A. 


Guy H. Hulse 


Secretary and Educational Director 


National Retail Credit Association 
St. Louis, Mo. 
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